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New Improved 
ry LABOR 


Are you concerned with labor relations law? 
Wage-hour problems? Or any other angle of the 
law regulating employer-employee-union rela- 
tions? Whatever it is, you'll find it covered — fully, 
accurately, helpfully —in CCH’s vigilant LABOR 
LAW REPORTS. For, informative weekly issues en- 
compass the whole workaday world of statutes, reg- 
ulations, rulings, court and administrative decisions, 
forms, instructions, and the like, in connection with 
the important federal and state regulation of labor 
relations and wage-hour problems. 


Included are detailed explanations of emerging 
developments under the Taft-Hartley Act, National 


LAW REPORTS 


Labor Relations Act, Fair Labor Standards Act, 
Railway Labor Act, veterans’ reemployment rights 
statutes, anti-discrimination laws, government con- 
tracts law relating to labor, anti-injunction laws, 
and state labor relations and wage-hour laws, 
among others. 


Thus, subscribers for CCH’s LABOR LAW RE- 
PORTS are always in step with the labor law pa- 
rade, always have the latest pertinent details con- 
cerning events of interest or significance in the im- 
portant and highly technical field of labor-and- 
the-law. Current subscription plan includes 6 en- 
cyclopedic Compilation Volumes. 


Write for Complete Details 
COMMERCE. CLEARING, HOUSE, .INC., 
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The LAS booklet, ‘‘How to Pre- 
pare for the C. P. A. Examina- 
tion,” is available upon request. 
Address your card or letter to the 
Secretary, IAS... 


How to prepare for 


the CPA Examination 


TAS offers an intensive CPA Coaching Course which 
has produced outstanding results. It is available only 
to competent accountants qualified through training 
and experience to prepare for the CPA examination. 
No attempt is made to teach general accounting; the 
entire course is pointed directly at the CPA examination. 


@ The need for special coaching has been well estab- 
lished by innumerable experienced accountants who 
have floundered in the examination room. They knew 
how to make audits but they didn’t know (1) how to 
analyze problems for the purpose of deciding quickly 
the exact requirements, (2) how to solve problems 
quickly, (3) how to construct definitions acceptable to the 
examiners, ot (4) how to decide quickly on proper 
terminology. 


@ The IAS-CPA Coaching Course has been designed 
for busy accountants. The home-study method of tutor- 
ing is ideally suited to CPA examination preparation. 
Maximum use can be made of every available hour. 


@ The text material consists of 20 substantial loose-leaf 
assignments totaling more than 800 pages. It includes 
hundreds of CPA examination problems and questions, 
with solutions supplemented by elaborate explanations 
and comments, working sheets, side calculations, and 
discussions ot authoritative opinions. 


@ Written examinations at the end of each assignment 
require solutions to problems of CPA examination 
calibre. These are sent to the school where the grading, 
including personal comments and suggestions, is done 
by members of the IAS Faculty, all of whom are CPA’s. 
Supplementary review material is furnished to those 
who want to “brush up” on specific accounting sub- 
jects, at no additional cost. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD @¢ CHICAGO 6, ILLINOIS 
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THIS MACHINE 
PERFORMS 7 “: 10 
MAILING OPERATIONS 


... automatically! 














HERE ARE THE 7 OUT OF 10 


Addressing @ METERING 

Pe es 9-\c] me) 3 
¢ PRINTING 

e INDICIA 
STUFFING @ COUNTING 
MOISTENING @ STACKING 


SEALING Bundling & Tying 


Folding 
GATHERING 


80% SAVINGS... 


SMALL MASS MAILERS 
BENEFIT TOO! 





INSERTING & MAILING MACHINE 


Large or small mailings gain 
efficiency and speed when 
automatic function takes over. 
Inserting & Mailing Machine 
performs a wide variety of 
amazing operations in contin- 
uous sequence. One operator 
replaces dozens of clerks. Users 
report over 80% savings... 
use the mails more at less cost. 


IT PAYS ITS OWN WAY 
WITH SMALL MAILERS 


One mailer reports his 
machine will pay for itself in 
3 years and it is used only 514 
hours per month! 


INSERTING AND 
MAILING MACHINE CO. 


PHILLIPSBURG, NEW JERSEY 
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FT Send the booklet, Wider Horizons 
with Mechanized Mailing. 


(J Send How Small Can a Mailer Be? 
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But I cant afford the kind of 


Microfilming equipment I need! 





Low you can! 


Here is the compact unit Bell & Howell has 
developed and produced to provide any 


cvccccccsccccceccscccscccscccsscccsecscocccccccocccccccocescoscosccoscceee DUSINESS With the advantages of modern 


This new Micro-Twin 
recorder-reader costs less 
than youd expect to pay 


Jor a recorder atone! 





microfilming . .. at a reasonable price. 
The Micro-Twin combined recorder-and- 
reader gives you a complete low-cost micro- 
film system—all in one unit, at less than 
you’d expect to pay for a recorder alone! It 
records as fast as you can feed it—by hand 
or automatically. It photographs documents 
front and back simultaneously, if you wish 
. .. making 37 to 1 reductions inexpensively. 
Full-size facsimiles of documents can be made 
in the reader—developed without a darkroom. 
Think of the many ways you can use micro- 
filming, now that it’s priced within your 
reach. For details, call our branch office 
listed in your telephone book. Burroughs 
Corporation, Detroit 32, Michigan. 


SOLD AND SERVICED BY 


Belle Howell Burroughs Besvoughe 


MICROFILM EQUIPMENT 


“Burroughs” and “Micro-Twin”—TM’s 
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QUICK METHOD FOR CALCULATING DEPRECIATION 


Editors, THE CONTROLLER: 

One objection to the sum-of-the-dig- 
its depreciation method, in the past, has 
been the rather cumbersome process ap- 
parently necessary to determine the de- 
nominators and numerators to be used 
in periodic calculations. This problem 
is more or less acute, of course, in rela- 
tionship to the number of differing rates 
required to be used, and the volume of 
depreciable assets to which the method 
is to be applied. 

The provisions of the Revenue Act of 
1954, relating to accelerated deprecia- 
tion, are such that many concerns are 
presently considering, or have already 
elected to use, one or the other of the 
methods of accelerated depreciation ap- 
proved for use with respect to certain 
depreciable assets acquired on or after 
January 1, 1954. This brings the calcula- 
tion problems, real or fancied, into 
sharper focus at this time, and very 
probably some choices between the 
double-rate against declining-balance 
method, and the sum-of-the-digits 
method, will be finally determined on 
the basis of ease of calculation, when, 





in fact, the method adopted might not 
produce the results most desirable. 
Recently while making a study of 
these problems as they exist in our own 
company the writer was faced with the 
fact that the lack of a relatively simple 
formula would mean a very substantial 
increase in processing time for depreci- 
able asset records in electronic calcula- 
tors. Likewise, in preparing entries to 
record disposals, much time would be 
lost if it were necessary to add the years 
digits representing annual numerators 
of fractions previously applied to de- 
preciable costs for the determination of 
annual depreciation under this method. 
It is logical that some fixed degree of 
relativity exists beween different nu- 
meric values representing estimated 
life, and the sums of these values added 
to a consecutively diminishing series of 
numbers. After examining a series of 
calculations—say for assets with esti- 
mated useful lives of 5, 6, 7, 8, 9 and 
10 years, it becomes evident that, in fact, 
there is such a fixed degree of relativity 
and that the sum of the digits for any 
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given estimated life may be determined 
by the following formula: 


Sum of Digits = 
Estimated Life? + Estimated Life 
2 se 


As applied to depreciable assets with 
a 10-year estimated life, it is immediately 
apparent that the calculation, 10 x 10 
= 100 +10 = 110 + 2=55, is ne. 
ther difficult nor time-consuming. Ip 
fact, the common fraction denominators 
for most numeric values ordinarily used 
as the estimated life of depreciable as. 
sets can be mentally calculated. 

To determine accumulated deprecia- 
tion under this method in any given in. 
stance, it appears best to first determine 
book value, based upon the unexpired 
estimated life of the asset. This value 
subtracted from depreciable cost, yields 
the accumulated depreciation for the ex. 
pired portion of the estimated life. The 
formula for determining the book value 
numerator follows exactly the principle 
outlined for determining the sum-of. 
the-digits denominator, and may be ex. 
pressed as follows: 


Book Value Numerator = 
Years of Remaining Life? 
-++ Remaining Life 
Z 


Again, as applied to depreciable as. 
sets with a 10-year estimated life, when 
the point has been reached under this 
method that remaining life is five years, 
the book value numerator calculation is 
9X 525. 5 = 30 — 2 = 15, Book 
value as related to depreciable cost is 
thereby determined as being 15/55 of 
the depreciable amount and accumv- 
lated depreciation as being 40/55 of the 
depreciable amount. Whether the de- 
preciable amounts are costs or not de- 
pends entirely upon the treatment ac- 
corded the assets with respect to salvage 
value. 

While it is felt that these formulas 
will be generally useful to all who use 
or seriously consider the sum-of-the- 
digits method of depreciation, perhaps 
the greatest value to be derived from 
their use is where depreciable asset rec- 
ords are in punched cards or other media 
suitable for processing through elec. 
tronic calculators. For these applica- 
tions, relatively small capacity electronic 
calculators may be so programmed as to 
include these formulas and make possi- 
ble automatic calculations from media 
inserted without regard for sequence, 
or grouping according to the factors 
involved. 

It is not yet possible for the writer 
to fully evaluate the total potential sav- 
ings which are inherent in a well- 
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,..a coupon for executives 


The piece of paper immediately above this type 
may well change your office from one that looks 
ordinary to a colorful, cheerful, pleasant-looking 
place in which to work. 


It will bring you a free folder which shows you 
the famous Royal Standard Typewriter in some 
of its new colors. 

The folder describes in words and pictures, 
much better than we can do here, just how beau- 


ROYAL TYPEWRITER COMPANY 


a division of Royal McBee Corporation 


tiful the famous Royal Standard now is. It shows 
how you can mix beauty with practicability in the 
modern office. 

It takes less than a minute to fill in the coupon. 
It will take only a few minutes to look through 
the folder. 

You should have this free folder. 

Why not send in the coupon now? There is no 
obligation. 


QYAL 


electric portable 
standard 
roytype® business supplies 


who never send in coupons 
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by Melvin C. Holm 
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Forthcoming Features 


IN THE CONTROLLER 


%& GIVING BUDGETING APPEAL TO THE FOREMAN 
%& A COMPANY APPROACH TO ORGANIZATION CHANGE 


%& GROWTH POTENTIAL AS A BASIS OF CREDIT 








planned system of depreciable asset rec- 
ords developed to fully utilize these for- 
mulas. In our own case, however, it has 
already been established that several 
thousand man-hours will be saved an- 
nually, while providing a much higher 
degree of accuracy than could reason- 
ably be expected from a manual system. 
In addition, and perhaps of greater 
long-range significance than the imme- 
diate savings of man-hours, by the use 
of these formulas and electronic calcu- 
lators, it becomes practicable for con- 
trolled calculations of representative 
values to be projected over future years 
so as to fully cover the life span of the 
longest estimated useful life involved, 
and to determine, without doubt, cer- 
tain facts which by other methods of 
calculation might not be considered as 
obtainable because of the excessive de- 
tail work involved. 

By this approach, it has been possible, 
in one day, to create a comprehensive 
analysis from detail cards based upon 
average acquisitions of depreciable as- 
sets of variously rated classifications 
over a three-year period with acquisi- 
tions and retirements at this assumed 
constant rate projected over a period of 
thirty future years. More than nine 
thousand detail cards, each representing 
the total depreciable value of assumed 


acquisitions of a given year for that year 
and each future year of estimated useful 
life, were individually calculated by the 
proper sum-of-the-digits factors appli- 
cable and depreciation determined for 
the future, then current, year and ac- 
cumulatively through each such year. 
The detailed analysis, during prepara- 
tion, was summarized for presentation 
to show the total effect on each future 
year. 

The same values had earlier been 
calculated straight-line at their various 
applicable rates and similarly summa- 
rized. Summary cards from each analysis 
were then merged and tabulated to 
show, by years, the current and accumu- 
lative differences under the two meth- 
ods. These differences are most signifi- 
cant, in that they represent the amounts 
by which working capital would be in- 
creased through the adoption of this 
method of accelerated depreciation. The 
cumulative total at the end of the life 
span of the lowest rated classification 
shows the net final amount which, at 
constant rates of acquisitions and retire- 
ments, would become a permanent ad- 
dition to the working capital of a going 
business. 

Much other valuable information will 
be readily obtainable from this or a sim- 
ilar type of analysis with a minimum of 
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detail work, and its use and value de. 
pends entirely upon the circumstances 
surrounding the case in question, as wel] 
as the need for such information and 
the inquisitive nature of the person 
charged with the responsibility of mak. 
ing such a study of his own company’s 
depreciable assets. 


W. J. BARNWELL 
Colonial Stores Incorporated 
Norfolk, Virginia 


COMMUNITY SERVICE PROGRAM 


Editors, THE CONTROLLER: 


As a part of our Community Service 
Program, we are offering a course to Air 
Force Reserve Officers at the Air Force Re- 
serve Center in New York City. 

As one of the documents in our pott- 
folio, which we provide with the course, 
we would like your permission to repro- 
duce an article entitled “Good Bosses: 
Key to Good Employe Relations” by John 
A. Spencer from the November 1952 
issue of THE CONTROLLER. Naturally we 
will give this article the usual credit line. 


Howard K. RICE 
Dean, Long Island University 
Brooklyn, N. Y. 


DUTIES OF A CONTROLLER 


Editors, THE CONTROLLER: 

In reading your publication over a pe- 
riod of several months, I have been im- 
pressed by the fact that it is very difficult 
to define exactly a controller's duties. He 
seems to have to develop his own methods 
which have to be tailored to fit the person- 
alities of the management group, the char- 
acteristics of the business and other factors 
which will vary between companies. The 
only text which I know of that attempts 
to show something specific about the vati- 
ous functions of a controller is ‘“Corporate 
Treasurers and Controllers Handbook” 
published by Prentice-Hall and edited by 
Lillian Doris. Can you suggest any others 
to me? 


W. J. M. 
Gainesville, Florida 


Controllership Foundation, research arm 
of Controllers Institute, has two books 
which should be helpful to you—"Develop- 
ing Men for Controllership” and “Control- 
lership in Modern Management.” 

—The Editors 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page and must 
bear the writer's signature and ad- 
dress (which will be withheld if so 
requested). The Editors 


——— 
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Cost Control Makes Headlines 


According to Association Newsletter, a monthly publica- 
tion for officers and directors of membership organizations, 
cost control systems and manuals occupy spotlighted posi- 
tions in the programs of several trade associations. One of 
the most recent is the 235-page ‘“Expense Center Accounting 
Manual” issued by the National Retail Dry Goods Associa- 
tion after three years’ study. It is reported that many of the 
leading stores recently switched to the methods outlined in 
this guide, which provides an improved standard classifica- 
tion of expense accounts and means of establishing the cost 
of doing each job. A forthcoming manual, to be released 
this spring, by the Institute of Newspaper Controllers and 
Finance Officers will be entitled “Management Planning and 
Cost Control for Newspapers,” and is scheduled to embrace 
(1) the forecast based on management’s long-term plan; 
(2) the cash budget; (3) the capital expenditures budget; 
(4) the over-all operating budget; (5) departmental budg- 
ets, and (6) reporting on results. 

A cost accounting manual for the frozen food packers in- 
dustry has been published by the national association in that 
field. The 84-page manual sets up a uniform accounting sys- 
tem which also applies to juice and specialty packers. 

And 80 financial executives of member companies at- 
tended a recent special conference on accounting and cost 
control conducted by the National-American Wholesale 
Grocers’ Association. 

A further instance of interest in this area is evident in the 
gtowing acceptance of a simplified accounting system de- 
veloped by the National Association of Mutual Insurance 
Agents. 

These are only a few of many that can be cited and they 
indicate the growing realization of the importance of cost 
control in an era of high break-even points. 


The Challenge of Change 

Overcoming resistance to change is one of the most diffi- 
cult problems confronting any individual or business organi- 
zation. Discussing this subject recently, Dean Mitchell 
Dreese of The George Washington University, Washington, 
aC. pointed out that business organizations like individ- 
uals are prone to battle for status until the desired degree of 
success has been attained, and then attempt to coast and 
throttle new projects, and suppress those who insist upon 
trying out new ideas. But, cautioned Dean Dreese, “‘it is a 
tule of life that you cannot stand still; you either go forward 
of you slip backward.” 

Application of a few sound principles of applied psychol- 


ogy will enable anyone to capitalize.on his long experience, 
said the Dean, and yet maintain an open mind and welcome 
new ideas and better ways of doing things. For example: 

First, be forewarned that resistance to change creeps upon 
an individual or organization in subtle ways. If your opera- 
tions are going too smoothly and you aren't experimenting 
and taking a few chances, you are probably already on the 
downward toboggan toward self-complacency and resistance 
to change. : 

Second, take advantage of every opportunity to exercise 
the qualities of initiative and imagination. Psychological 
studies show that the “learnability” of the older adult is de- 
pendent upon how he exercises his mind throughout his life. 
The same holds true for the older business organization. 

Third, it is important to establish a climate of desire for 
new ideas and change in an organization and among staff 
members, rewarding ingenuity and sound initiative. 

Fourth, make increasing use of the team approach in- 
stead of relying on one individual's initiative and judgment. 

Fifth, practice sound principles of physical and mental 
hygiene so that exhaustion and fatigue do not cause a search 
for easy solutions by following present practices. 

Sixth, don’t let vested interests stand in the way of needed 
change and development. In this connection, Dean Dreese 
pointed out that any organization which permits vested in- 
terests, whether they be individual or group, to stand in the 
way of progress has shackled itself and will be unable to 
forge ahead. Careful planning will take cognizance of the 
equities of all concerned but will never lose sight of the goal 
of a better value for all. In the long run, he emphasized, this 
natural process of evolution will be best for all concerned 
and without it business will stagnate and go into bankruptcy. 


Records Set Records 

The record-keeping field is “the fastest-growing province 
of employment,” according to Stanley C. Allyn, president 
of the National Cash Register Company. As compared with 
11 clerks for every 100 employed persons in 1940, there 
are today almost 16 for every 100, according to Mr. Allyn. 
The annual bill for clerical work is estimated at $25 billion 
and this does not include the “invisible pay roll’ of approxi- 
mately $800 per employe per year for fringe benefits. 

This results, as every corporate controller is well aware, 
from the ‘‘mountain of reports to be compiled, multitude of 
figures to be analyzed, and mountain of complicated pay 
rolls to prepare,” as Mr. Allyn puts it, plus “a rigid wage 
structure, the 40-hour week, overtime premiums, and the 
cost of fringe benefits.” 

All this adds up to the highest cost for human clerical 
effort that business has ever experienced. And it also stimu- 
lates the rapidly growing interest in the electronic applica- 
tions to office operations, as evidenced by the ready accept- 
ance of the recently issued research report by Controllership 
Foundation, ‘Business Applications of Electronic Ma- 
chines,’ and the announcement by the Foundation of fur- 
ther studies in the field of electronic applications to be re- 
leased shortly. —PAUL HAASE 
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Through IBM research, another FIRST for business 


KEY TO In the IBM 608, tiny transistors are combined with the fantastic 
“memory” capacity of magnetic cores to give business a data processing 
THE FIRST machine with significant new advantages. Made without a single 
vacuum tube, the IBM 608 Transistor Calculator uses these new solid state 
ALL-TRANSISTOR electronic components to meet the needs of business for faster computing and 

greater storage capacity with traditional IBM reliability. 

CALCULATOR The new IBM 608 reduces power requirements by 90%, saves valuable floor space, 
requires no forced air cooling, and can be operated from a standard 

OFFERED 110-volt A.C. outlet. Exciting developments like the IBM 608 Transistor Calculator 

open the way to electronic data processing for more businesses than ever. 


TO BUSINESS! International Business Machines Corp., 590 Madison Ave., New York 22, N.Y. 


IBM DATA. World's largest producer of 
avs| PROCESSING data processing machines 


TRADE-MARK 
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Wayne G. Broehl, Jr. 


Adolph Berle, in his recent book, ‘The 
20th Century Capitalist Revolution,”! ex- 
plored at length the importance of the cor- 
porate conscience’ in siege ies deci- 
sion-making. The process whereby this 
conscience has been developed has not 
been too well understood, however. The 
segment of the control process that in- 
volves the application of conscience is a 
case in pornt. 


ONTROL is an organic function of any 
4 manager. The manager plans an ac- 
tivity, organizes the means to carry out this 
activity, motivates and directs his subor- 
dinates in the activity, and then insures 
that the results of the activity have met the 
original objective. In this latter process 
the results are first reported, then inter- 
pteted and measured against the original 
plans. If there is a disparity between plans 
and results, the manager institutes reme- 
dial action in order to bring the two in 
line; he may also develop preventive meas- 
ures to preclude future mistakes. This is 
as it should be. Since the manager was 
initially given the authority and responsi- 
bility to carry out these plans, he should 
be held responsible for the results. 


THE CONTROLLER AS 
A "TECHNICAL STAFF ADVISOR” 


This process of control can often be- 
come detailed and complicated, and here 
the controller has stood ready to aid the 
Manager in the reporting phase, and, if 
the controller is a bit more modern in his 
conception of his job, the manager can 
depend on him for considerable aid in the 
interpretation stage. The controller here 
is acting in a staff capacity—more specifi- 
cally, he is acting in a technical staft capac- 
ty furnishing advice and technical inter- 
pretation for the line manager. The need 
for this technical staff assistance by the 


—— 


“New York: Harcourt, Brace and Company, 
1954. (Reviewed in the May issue of THE Con- 
TROLLER, Paging the New Books, page 246.) 


Independence in Control 


controller (and other staff agencies) is 
well understood in most corporations. 

However, taking a closer look at this 
process of control carried through by the 
line manager, there is something vaguely 
disturbing. Granting the fact that the line 
manager has been given full-scale author- 
ity and responsibility for this particular 
task, and should be held fully accountable 
for his performance or lack thereof, still 
it does amount to a man making a decision 
and then checking himself to see if he ar- 
rived properly. The delegators of the au- 
thority and responsibility most often rely 
primarily on the line manager for infor- 
mation on these results. Therefore, it is 
incumbent on the manager to objectively 
report these facts, whether they are to his 
credit or not. 

The point here is that in this process of 
control there is also a requirement of au- 
diting or independently checking the re- 
ports, interpretations, and comparisons in 
order to insure that they are fully objective 
and cognizant of the total picture. This is 
not to imply that there would be a delib- 
erate “loading” of the facts by the man- 
ager—such a situation would be most ex- 
ceptional and would be quickly corrected 
by placing future responsibility in other 
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hands. There still remains, however, a real 
necessity that the facts of the specific situ- 
ation be placed in juxtaposition to the gen- 
eral objectives and policies of the firm and, 
more broadly, fitted to the objectives that 
various “‘outside’”’ groups implicitly desire. 

This audit or independent check is part 
of every control situation, although fre- 
quently the most difficult to pin down. 
Typically it is unconsciously performed by 
the manager along with the conscious 
process of reporting, interpreting and act- 
ing. 

Requiring the manager to fulfill this 
responsibility in addition to those that he 
is directly responsible for may actually be 
asking too much of him. 


THE CONTROLLER AS “AN AUDITOR” 

Some firms have expressly recognized 
this by giving this audit responsibility to 
the controller. Here, now, is something a 
bit more drastic, and both line manage- 
ment and controllers have in many in- 
stances reacted quite negatively to such 
plans. The line manager rebels, for he now 
sees the controller seemingly exercising 
line control—sees the controller at least 
potentially able to overturn his decision 
if the independent check or audit turns é 
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up significant differences in interpreta- 
tion. It matters not whether this poten- 
tial ever becomes a reality—the threat- 
ened encroachment of a staff man into 
line activity is still a bugaboo. 

In turn, the controller typically rebels 
at what seems to be a ‘‘super-controller” 
situation. Controllership, he reasons, is 
a staff (nee advisory) function. Now he 
is presumed to be asked to become a 
potential Gestapo on the line, overturn- 
ing line decisions if necessary and in the 
process becoming a line man himself. If 
this is as far as the concept of “audit” 
control has been carried, it is natural to 
see why many managers and many con- 
trollers have thought it best to leave 
well enough alone. As most controllers 
are organizationally subordinate to the 
line chief executive, this ‘audit’ control 
seems to smack of pussy-footing, or even 
rank insubordination. 

These conflicts have actually occurred, 
but they are unnecessary if the functions 
of each job have been carefully set forth. 
Without in any sense disparaging the 
line manager's abilities as a line man, the 
auditing function can and should be ex- 
plicitly separated out as a distinct stage 
in the process of control. If it is then 
determined that the line manager should 
assume this responsibility himself, well 
and good. In the large majority of con- 
trol situations, this would appear most 
logical. If the decision to be controlled 
is a clearly defined one, where the facts 
are susceptible to definitive and objec- 
tive interpretation, then staff responsi- 
bility for auditing (beyond that of in- 
terpretation and technical assistance) is 
not necessary. If, however, the decision 
involves a complex set of facts, opin- 
ions, personal feelings, biases, etc., then 





it may well be more logical to have some 
other party in the organization act in 
this audit function—not as a Gestapo or 
poacher on the line, but as a party given 
the functional responsibility for effec- 
tively auditing the control process. 


A RESIDUAL AUTHORITY 

The word “effectively” begs a number 
of questions. Does this imply that ulti- 
mate authority lies in the hands of the 
“auditor” ? The answer would be a qual- 
ified no, in the sense that there can be 
no realistic audit if there is iz no case a 
transference of responsibility. Perhaps 
the best term would be a residual au- 
thority, to be used sparingly, if ever. In 
practice this would be more an authority 
of ideas, an authority of ability and com- 
munication as practised by this “au- 
ditor.” 

Have we, in the process of questioning 
the present concept of line-staff relation- 
ships in control, merely replaced this 
with an even more confusing and less 
workable alternative? Perhaps the an- 
swet here should be pragmatic—the 
proposed concept is actually the fact in 
many present-day companies, although 
typically spoken of only in the most 
hushed of terms. The use of the decen- 
tralized division controller is an excel- 
lent example. 


A CONTROLLER-TO-CONTROLLER 
RELATIONSHIP 

The division manager is the ultimate 
authority for division decision-making, 
subject, of course, to superior line au- 
thority at the corporation level. The di- 
vision controller is a member of his staff, 
and organizationally reports to him. In 
turn, the division controller also has 


“It's awfully sweet of you to keep coming 
over, Mr. Watkins. | had no idea these things 
had to be oiled every fifteen minutes.” 
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some form of reporting relationship to 
the corporation controller. This control. 
ler-to-controller relationship frequently 
goes beyond the reporting process alone, 
and comes to include what we have here 
defined as an audit function. True, this 
is most often couched in financial terms, 
for the work of the controller is organ. 
ically that of finance. If, however, one 
really digs behind this welter of finan. 
cial materials moving between division 
controller and corporation controller, it 
really amounts to a management audit 
of the division’s operation. In the final 
analysis, financial data is management 
data, quantified in dollars and cents, 

This movement of financial figures is 
not alone a reporting process; it is also 
an audit, and is so recognized, practi- 
cally, by both the division manager and 
the controller. It is probably no happen- 
stance that the division controller js 
often the ‘No. 1” staff man; he is so 
because he is not only a financial te- 
porter (in itself a key responsibility) 
but also an independent auditor charged 
with wide responsibilities in recognizing 
many interests. 

Again, this is not setting the division 
controller up as a conniving Crown 
Prince. Rather, it is the fact that there 
should be present within the division 
organization itself a corporation-ori- 
ented viewpoint that will relate division 
objectives and policies to those of the 
corporation. It is true that the division 
manager himself does not operate in a 
vacuum, but must correlate his /ine divi- 


sion decisions to those of the corpora- 


tion. Asking him, though, to take full 
responsibility for placing these decisions 
in their corporation setting may well be 
asking him to do more than he should. 

This is particularly true when the di- 
vision is operated as a semiautonomous 
unit under only an umbrella of corpora- 
tion policy. Giving the controller the 
corporation-oriented responsibility here 
is, in essence, recognizing this dichot- 
omy by isolating the organic function of 
auditing out from the division man- 
agers responsibility. This recognition 
should accrue to the benefit of both the 
division and the corporation. 


THE CORPORATION CONTROLLER 

If our argument is logical to here, 
then we should be able to move one 
level higher and apply the same con- 
cepts with equal success. In other words, 
should not the corporation controller also 
perform the same type of audit or 1n- 
dependent check as an organic function 
separated out from the functions of con- 
trol performed by the corporation chief 
executive? Again the answer can be 
pragmatic, although examples are not so 
widespread. 

The chief executive's responsibilities 
as a line official are, in one sense, highly 
diverse. These responsibilities embrace 
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all functions of the organization, both 
individually in their internal relation- 
ships and collectively in their external 
manifestations as a corporation serving 
society. However, when the chief exec- 
utive acts in this line capacity, he is the 
corporation equivalent of the division 
manager, making final line decisions 
here within the particular corporation- 
oriented environment. It is only when he 
acts coordinately with the board of direc- 
tors that he comes to explicitly consider 
the viewpoints dictated by board-oriented 
responsibilities. In practice, the chief ex- 
ecutive in many companies assumes the 
major part of both of these responsi- 
bilities by virtue of his intimate knowl- 
edge of the operations and his full-time 
concern with and capabilities in fulfill- 
ing these responsibilities. This typically 
works exceptionally well. 

However, again this amounts to a line 
decisjon-maker checking himself on the 
results both from a corporation-oriented 
base and a board-oriented base. Without 
taking a stand one way or another as to 
whether the chief executive should be 
merely a professional manager report- 
ing to the board or should be, also, the 
chief executive of the board, it would 
still appear salutary to have the board 
be apprised of board-oriented pressures 
and viewpoints through the use of an 
inside ‘‘auditor.” 

The corporation controller might 
well be the logical nominee, and is, in 
fact, in some companies. The controller 
here has even less ‘‘residual’’ authority 
to overtly overturn the chief execu- 
tive’s decision—this extreme eventuality 
would fall to the board. Rather, again, 
it is the recognition that the organic 
function of auditing should be given to 
someone other than the initiator of the 
action to be controlled. Presence of this 
independent audit should not hamper 
the chief executive. Rather than con- 
straining him, it should free him to 
more adequately perform his line func- 
tion of decision-making. 


BOARD ACTIONS 

Fine, one might say, to here. But wait 
—there is yet another level in the or- 
ganization to consider. Who performs 
the process of “audit” control for the 
board of directors? 

Without belaboring the technicalities 
of corporation law, the board is elected by 
the stockholders, subject to the laws of 
the state in which the company obtains 
its charter. The board represents and 
speaks for’ these stockholders. In 
theory, the stockholders are the ultimate 
authority. Practically, however, in most 
Corporations having some diversity of 
ownership, the exercise of this ultimate 
authority is confined to signing an oc- 
casional proxy statement, sometimes at- 
tending the annual meeting, watching 
the Progress of the stock in the market, 


HOW THE CONTROLLER GOT HIS TITLE 
“Just a word” by William B. Newcomb 


Mr. Newcomb, an executive of Anderson- 
Newcomb Co., a store in Huntington, West 
Virginia, makes word study his hobby. These 
observations were first printed in the Depart- 
ment Store Economist (August 1954) and are 
reprinted with permission. We are indebted to 
Paul R. Stevenson, president, Stevenson’s, La 
Jolla, California, for calling our attention to 
the article which supplements our own research 
on the “con” and “‘compt” of the matter—THE 
CONTROLLER, April 1943 and May 1953. 


We have to go back to the Latin to find 
out about the controller. If a Roman spoke 
of the wheel of a chariot, the word was 
rota. If it was a little wheel, the word 
changed to rotula. This word was applied 
to the rolled up sheets of parchment on 
which records were kept. Softening the 
Latin, the French dropped the t from ro- 
tula, and it became roule. In English the 
word became roll. 

It was customary to keep a duplicate 
register of accounts as a means of check- 
ing against the paper work of subordi- 


paging through the annual report, and 
selling the stock if results do not meas- 
ure up to expectations. 

This has created a serious void in the 
management process. To the extent that 
the stockholder turns away from interest 
in management problems as such, the 
board of directors has, of necessity, 
stepped in to become ever more the trus- 
tee of the stockholder interest. To the 
credit of the members of boards in the 
country, this ever-increasing trusteeship 
responsibility thrust upon the boards has 
brought out extremely capable board 
abilities. 

It is submitted, however, that this 
very fact has put the board members in 
an incongruous situation. For lack of 
expressed line decisions by the stock- 
holders, the board makes these decisions 
for the stockholders, while at the same 
time being charged with the responsi- 
bility of weighing these decisions in 
light of countless issues entwined with 
public policy. 

Thinking this through, it approaches 
quite closely the problems of line con- 
trol vs. audit control, and with singu- 
larly little help for the board on the 
audit side, short of intervention as an 
“auditor” by the Government. If it is 
assumed that this governmental inter- 
vention is unpalatable to our free enter- 
prise system, where then is audit control 
at the board of directors level to come 
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nates. The duplicate was called a counter- 
roll, counter having come from Latin con- 
tra, meaning against. The official who 
made use of the counterroll was known as 
the counterroller. The word was in use in 
English more than 600 years ago. 

Before the word was shortened to con- 
troller it went through many changes in 
spelling. One alternate spelling has re- 
mained with us. It is comptroller. This 
spelling is based upon a mistaken associa- 
tion with the French word for account, 
compete. There is an important distinction 
involved. A controller is not an auditor of 
accounts. He is an executive with discre- 
tionary powers not granted to an auditor. 
Incidentally, the spelling does not change 
the pronunciation. 

The verb control is derived from the 
noun counterroll. An early definition is in 
Randle Cotgrave’s dictionary of 1611: 
“Control—to take and keep a copie of a 
roll of accounts, to controll, observe, over- 
see, spie faults in.” 


from? Are present-day corporations in- 
viting increasing encroachment by the 
Government through their failure to 
provide a corporation-operated system 
of checks and balances? 


THE DIRECTOR-TRUSTEE 

What might a corporation itself do 
to fill this gap? Two proposals will be 
suggested here. The first was made by 
Beardsley Ruml in an address before the 
third Annual Conference on the Social 
Meaning of Legal Concepts conducted 
by the New York University School of 
Law. Mr. Ruml’s proposal was this: 

“As a first step, one director be elected or 
re-elected and he be asked to act as ‘trustee’ 
for one of the three parties at interest, other 
than the stockholders. Such a director-trus- 
tee might be assigned the interests of either 
the customers, or the vendors, or the em- 
ployes, depending on the nature of the com- 
pany’s business. He would be the nominee 
of the management and of the existing 
board of directors and would be elected in 
the usual way by the owners of the company, 
the stockholders. During the experimental 
period of whatever length, no public an- 
nouncement weuld need to be made that 
such a policy had been adopted. 

“In a formal sense little is changed, but an 
important difference would occur in the de- 
liberations of the board. Let us suppose that 
this first director-trustee has been asked to 
act for the customers of the company. Al- 
though he owes his nomination to his fellow 

(Continued on page 302) 
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Application of 


Electronic Tape-Processing Equipment 


Fred Yeaple 


INTRODUCTION 


HE CATEGORICAL IMPERATIVE in deciding whether to use elec- 

tronic equipment is to determine whether the huge outlay in- 
volved will be offset by cash savings and increased efficiency. A 
short article cannot possibly discuss all the types of electronic 
equipment available or the instances in which it can profitably be 
employed. An explanation of an actual plan of operation may 
be helpful to corporate officials who are trying to evaluate the 
practicability of electronic equipment in their own operations. 


The equipment under discussion in this paper has been called 
by such names as ‘electronic brains,” ‘“‘tape-processing equip- 
ment,” and various other names. Basically, the function of this 
type of equipment is to perform either or both of (1) such op- 
erational and file maintenance problems connected with proce- 
dures where paperwork is to a large degree the means of accom- 
plishing certain objectives or (2) large volumes of mathematical 
computations such as the type of complicated actuarial analyses 
commonly found among life insurance companies and govern- 
ment and private research agencies. 

This discussion will be confined to the component parts of an 
electronic-magnetic tape system known as the RCA BizMac.! 
Each of the machines involved in a complete tape-processing 
method will be described, although it is possible that in a given 
installation, all the machines mentioned may not necessarily be 
utilized. Other equipment manufacturers have basically similar 
types of equipment, such as the IBM “705” and Remington 
Rand’s “Univac.” 





* This paper was prepared with the cooperation and approval of the 
Radio Corporation of America. 





FRED YEAPLE, a graduate of Rider College, 
Trenton, N. J., is vice president and comptroller 
of United Medical Service, Inc., New York. From 
1938 to 1952 he was with the Hospital Service 
Plan of New Jersey, progressing from the ac- 
counting department to statistician (1940), to 
assistant to management (1945), and to comp- 
troller in 1949. He also served as comptroller 
of the Medical-Surgical Plan of New Jersey, the 
associated Blue Shield Plan. He was appointed 


ae COMNACUIER.................... eee 


COMPONENT PARTS OF TAPE-PROCESSING 
EQUIPMENT 


There are four major parts of tape-processing equipment, as 
follows: 
I. Input—This is the means of inserting data into the equip- 
ment. 
II. Data Storage—This is the means of storing data put into 
the equipment for varying periods of time. 
III. Data Processing—This is the means of using the data that 
are in the system for operational purposes. 
IV. Output—This is the means of bringing out of the equip- 
ment the information desired. 


COMPONENTS OF THE ELECTRONIC SYSTEM 
(RCA BIZMAC) 
I. INPUT 
A. AUTOMATIC 

1. Card Transcriber—Transfers information from punched 
cards to magnetic tape. (Speed—400 cards per minute.) 

2. Paper Tape Transcriber—Takes as its input the punched 
paper tape produced by any tapewriter or tapewriter verifier and 
transposes the information from it to magnetic tape. One paper 
tape transcriber can handle the output of a number of tapewrit- 
ers. (Speed—200 characters per second.) 

3. Paper Tape Decoder—Converts five-hole, perforated paper 
tape information of the form used for standard wire-line trans- 
mission into the BIZMAC code as represented by seven-hole, pet- 
forated paper tape. The output tape is similar to the paper tape 
produced by the tapewriter and is converted to data on magnetic 
tape by the tape transcriber. (Speed—20 characters per second.) 





comptroller of United Medical Service, Inc., 
the New York Blue Shield Plan, in 1952 and as- 
sumed his present titles in March 1955. He is 
a charter member of the Newark Chapter of 
NOMA and served as its treasurer, 1950-1952. He 
is a member of Controllers Institute as well as 
the National Committee on Electronics of the 
Blue Shield Plans. This paper was presented at 
the annual Office Management Workshop of all 
Blue Cross and Blue Shield Plans last October. 
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B. MANUAL 

1. Tapewriter—A manual keyboard device by means of which 
information is taken from written, typed, or printed documents 
and put into paper tape in the form of coded punched holes. 
The information is typed on paper, which may have a preprinted 
form as a guide to the operator. 

2. Tapewriter Verifier—Used to eliminate errors which may 
be made by an operator of a tapewriter. The original punched 
paper tape is fed into it and an operator types in the identical 
information previously typed by the first operator, punching a 
new tape as she does so. 

The tapewriter verifier compares the information on the origi- 
nal tape, character by character, with the information being put 
into the second tape. If there is any discrepancy, the keyboard 
of the tapewriter verifier locks. The operator then determines 
whether she has made a mistake or whether the error was made 
in the first typing. She then unlocks the keyboard, depresses the 
correct key, and goes ahead. It is the second tape, that which is 
produced by the operator of the tapewriter verifier, which is used 
from this point on. 


ll. DATA STORAGE 

Information is stored in the system in the form of coded 

ulses on magnetic tape. Each pulse position on the tape is 
called a bit. There are seven pulse positions across the width of 
the magnetic tape. The presence or absence of pulses in these 
positions defines the character (i.e., number, letter and punctua- 
tion mark) at a particular spot along the tape. 

Characters are arranged one after the other in the lengthwise 
direction of the magnetic tape. A group of successive characters 
is called an item. Certificate numbers, remittance amounts, etc., 
are items. The beginning of an item is indicated by a special 
character called an item separator. A group of successive items 
containing all the information associated with one reference 
number or other transaction is called a message. No blank spaces 
ate left to fill out items on messages. This feature is referred to 
as variable message length. The magnetic tape (5% inch in 
width) is kept in reels each of which contains 2400 feet of tape. 
Tape can be accelerated, moved and decelerated at a very high 
tate of speed (80 inches per second). Packed at 125 characters 
pet inch, data can be recorded on tape, or read from it, at 
10,000 characters per second. 


A. TAPE STATIONS 


All the reels of tape used by the system normally are kept in 
one place, the tape stations. These include the mechanical de- 
vices which automatically manipulate the tapes and the magnetic 
devices, which, under control of other components of the system, 
put information into the tapes, take information from them, or 
change or erase altogether the information which they contain. 
The tape stations will contain operational tapes, ready for use 
for relatively short-term storage of data as a part of the func- 
tioning of the data-processing portions of equipment. All tapes 
can be erased and re-used many times. It is impossible to erase 
any tape except as a part of the process of putting new informa- 
tion into it. The two operations proceed simultaneously. 


lil. DATA PROCESSING 
A. SORTER 


Once the incoming information has been put into coded pulses 
on magnetic tape, the messages may be arranged in orderly se- 
quence for reference purposes. This is done by a device called 
the sorter which consists of electronic circuits which have the 
ability to recognize groups of data by given criteria and to select 
data from one or more magnetic tapes, arrange them in useful 
patterns, and store them on one or more other tapes. 

The electronic circuits in the sorter can merge together in- 
formation from two or more magnetic tapes and extract informa- 
tion from tapes in accordance with a variety of criteria or in ac- 
cordance with lists. Physically, the sorter is separate from the tape 
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stations and the input devices. The sorter controls the activity of 
the tapes in the tape stations through interconnecting wire lines. 


B. COMPUTER 


Calculation is performed by the computer which consists of 
four units : 

1. Computer Console—Contains the means of putting work 
programs into the system, of monitoring the operation of the com- 
puter, and of detecting errors and locating their source. 

2. Program Control—The program control unit regulates the 
activities of the computer. Each functional step performed by the 
computer is worked out in advance and nant in the form of 
work programs on the drum memory. The program then con- 
trols the flow of information to and from the computer, and 
directs the operations within the other units of the computer. 
The program control contains the logic for the 22 instructions 
which the computer can perform. By proper programming, selec- 
tion of an appropriate sequence of instructions, the computer 
can be made to perform accuracy control checks and routine 
decisions as well as regular posting operations. 

3. Arithmetic Unit—An electronic device which performs 
arithmetic operations at very high speed. It gets its instructions 
on what to add, subtract, etc., from the program control. 

4. High-Speed Memory—Provides temporary storage of infor- 
mation being processed. For example, when the information from 
an incoming transaction list is to be processed after sorting, it 
is automatically transferred by the program control from the 
tape stations to the high-speed memory. The arithmetic unit 
receives from the high-speed memory the particular items with 
which it is to deal. The program control stores the results in the 
high-speed memory before they are put into a magnetic tape 
in the tape stations. 

Thus, the high-speed memory is used as a work sheet. The de- 
sign of the device permits the program control to have access 
to any item stored in the memory in a very small fraction of a 
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second. It is the speed of accessibility of temporarily stored in- 
formation which makes it possible for the system to take ad- 
vantage of the great rapidity of the calculations performed by 
the arithmetic unit. 


C. SYSTEM CENTRAL 

All information retained by the system is stored in the tape 
stations. Other components send information to the tape stations, 
and take information from the tape stations on wire lines. Except 
for initial insertion into the system, information-bearing tapes 
are not manually transported. The necessary connections for 
this transfer of information are made and the flow of data 
through the system is controlled by the elements of the system 
central. 

1. Master Console—The device where the interconnections are 
set up between the units of the tape stations and each of the 
other units of the system. 

2. Switching unit—An arrangement of incoming and outgoing 
wire lines which can be interconnected by switches which are 
controlled from the master console. 

3. Interrogation Unit—An electronic device which, by way of 
the switching unit, obtains information from the tape stations 
in response to interrogations. 


IV. OUTPUT 
A, ELECTRONIC PRINTER 

Output documents will be produced through processing in 
sequence on the following devices: 

1. The Ultratype Camera—Transcribes coded data from mag- 
netic tape to documents on 35 mm. film for subsequent film print- 
ing. (Speed—2000 characters per second. ) 

2. The Film Processor—Used to develop and fix latent im- 
ages on 35 mm. film. 

3. The Film Printer—Prints images from developed 35 mm. 
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film upon commercial-type paper stock. (Speed—6 inches per 
second. ) 


B. ELECTROMECHANICAL PRINTER 

Transcribes coded data from magnetic tape to printed char. 
acters on paper in proper arrangement with respect to a pre. 
scribed, preprinted form. The arrangement is based upon printer 
control symbols that are included with the data on magnetic tape, 
(Speed—prints at 10 lines per second, skips at 30 lines per sec- 
ond, 3 carbons. ) 


C. INTERROGATION PRINTER 

Inquiries are put into the system by means of the interroga- 
tion keyboard which is physically a part of the interrogation unit. 
The necessary information is obtained from the tape stations by 
the interrogation unit and may be automatically printed by the 
interrogation printer in a remote location. 


D. MAGNETIC TAPE TRANSCRIBER 

Automatically transcribes seven-bit magnetic tape data to seven- 
bit fully perforated paper tape data. (Speed—20 characters per 
second. ) 


E. PAPER TAPE CODER 

Automatically transcribes data from seven-hole, perforated 
paper tape to five-hole, perforated paper tape. (Speed—20 char- 
acters per second.) 


N ELECTRONICS BIBLIOGRAPHY , 





NEW RECORDING MEANS AND COMPUTING DEVICES 
Report of Committee of the Society of Actuaries, 
September 1952. 


ELECTRONICS—MUST IT BE BIG? 
by Richard Neumaier, O ffice Executive, December 1953. 


ELECTRONICS MOVES INTO THE OFFICE 
by Ralph W. Fairbanks, O ffice Management, June 1953. 


HOW WILL BUSINESS ELECTRONICS AFFECT THE 
AUDITOR’S WORK? 
by Joseph Pelej, Journal of Accountancy, July 1954. 


COMPUTERS AND AUTOMATION 
a monthly magazine put out by Edmund Berkely, 


36 W. 11th St., N.Y.C. 


AUTOMATION (A Controllership Foundation Book Digest) 1952 
by John Diebold—75¢. Available from Controllership 
Foundation, 1 E. 42nd St., N.Y.C. 


THE GAP BETWEEN THE ELECTRONICS ENGINEER 
AND THE ACCOUNTANT 
by Paul Kircher, The Controller, August 1954. 


A TIMELY REPORT ON ELECTRONIC COMPUTERS 
AND ALLIED EQUIPMENT 
by M. E. Davis, The Controller, October 1952. 


SOME TIMELY AND PERTINENT OBSERVATIONS ON THE 
STATE OF ELECTRONICS TODAY: A Controller's View 


by Paul G. Drescher, The Controller, July 1952. 
* * * 


Davis and Drescher articles are available in a combined fe 
print—25¢. The Controller, 1 E. 42nd St., N.Y.C. 











nr 


tem 
the 
mer 
II. 
wor 
the 


Cha 


nece 
fepr 


then 
mag, 





char- 

pte- 
‘inter 
tape. 
r SEC- 


roga- 
unit. 
ns by 
y the 


even- 
‘Ss per 


yrated 
char- 





) 1952 
ership 


THE 


ed re- 











The following description deals mainly with the application of 
tape-processing equipment to an operational function, a Blue 
Shield claim operation, with certain by-product application to 
mathematical analysis. For this illustration, we shall make the 
following assumptions: 


1. We shall assume that we have on magnetic tape the follow- 
ing master tape files: 


. Enrollment master file in certificate number order. 

. Claim experience master file consisting of prior claim in- 
formation for each participant for the past 20 months in 
certificate number order. 

c. Doctor master file consisting of in-area doctors’ names and 

addresses in code number order. 

d. Stored program of instructions. 


of 


2. We shall assume that we have the following pieces of elec- 
tronic equipment: 
a. Input—Tapewtiter, tapewriter verifier, tape transcriber. 
b. Data Storage—Reels of magnetic tape, tape stations. 
c. Data Processing—Sorter, computer, system central. 
d. Output—Electronic printer, interrogation printer. 


A chart showing the relationship of the component parts of 
the equipment is shown in Exhibit I. 


3. Under our type of operation, we receive completed claim 
forms from physicians, subscribers, or enrolled groups. 
The operation will proceed as follows: 


a. The claim forms are opened and time-stamped in the mail 

room. 

b. Incomplete forms are set aside and the information is ob- 
tained by mail or telephone from the doctor or the sub- 
scriber depending upon the conditions. 

. Doctor code numbers are entered on the claim forms. 

. Completed claim forms are evaluated to determine the 
amount of eligible payment if any. This operation is per- 
formed solely on the basis of information appearing on 
the claim form. In the event that there is insufficient in- 
formation on the claim form to make the proper determi- 
nation of such codes, these claims are set aside for separate 
handling. 

e. The claim forms are now ready for the first step of elec- 

tronic processing. 


Qa.0 


The work flow described is that under the RCA BIZMAC sys- 
tem and does not require any punch card equipment. However, 
the system may be used in conjunction with punch card equip- 
ment. 

A description of the flow chart symbols is shown in Exhibit 
Il. Exhibit I1I—charts 1, 2, 3, 4, and 5—shows the general 
work flow. The letters and numbers used below correspond to 
the letters and numbers appearing on charts 1 through 5. 


Chart 1 

A. A paper tape is punched daily on a tapewriter showing all 
necessary information from the following source documents 
tepresenting the transactions for that day: 


Transaction Code 


Assigned 
New enrollment applications 1 
Enrollment adjustments 2 
Daily claim forms 3 


The paper tapes are then verified on a tapewriter verifier and 
then transcribed to a magnetic tape by the tape transcriber. This 
Magnetic tape is used as a working tape. 
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B. The tape is then sorted on a sorter by certificate number and 
within each certificate number by transaction code. 


Computer Run #1 
C. The following tapes are the input items for computer run #1: 
Daily transaction tape (in certificate number order by trans- 
action code) 
Enrollment master file tapes (in certificate number order) 
The purpose of computer run #1 is to 

1. Up date the enrollment master file. 

2. Record separately what was removed from the enroll- 
ment master file. 

3. Compare the enrollment information of claims on the 
transaction tape with the enrollment information on the 
enrollment master tape in order to separate those claims 
where the enrollment data agree from those where the 
data disagree. 

D. The following output tapes result from the first computer 
operation: 
New enrollment master file tapes. These tapes are used as 
input for computer run #1 the following day (#1). 
Enrollment adjustment trail for audit purpose (#2). 
Claims for enrollment investigation—because enrollment in- 
formation on claim tape is not in complete accord with en- 
rollment information on the enrollment master file tapes (#3). 
Claims o.k. on enrollment—where enrollment information 
is in agreement and claims can be processed further (#4). 
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Chart 2 

E. Tape #2 (enrollment adjustment trail) is listed in register 
form so that enrollment adjustments can be traced, if re- 
quired, until the original application is obtained. 

F. Tape #3 (claims for enrollment investigation) is listed. For 
each claim that is listed from this tape, a complete enrollment 
record is included. Clerical inspection then can be made to 
determine approval or rejection on the basis of enrollment 
information and the claim reprocessed. 


Computer Run #2 
Chart 3 
G. The following tapes are the input items for computer run #2: 
Tape #4 (claims o.k. on enrollment) 
Experience master file tapes. 
The purpose of computer run #2 is to: 
1. Up date the experience master file. 
2. Separate the claims being processed into 
a. Those having no prior related claims. 
b. Those having prior related claims. 
c. Rejected claims. 
3. Assign consecutive check numbers to those claims hav- 
ing no prior related claims. 
H. The following output tapes are a result of this second com- 
puter run: 
New experience master file tapes. All processed claims have 
been added to these tapes. These tapes are used as input for 
computer run #2 the Sonne day (#1’). 
Claims for experience investigation—because of prior related 
experience information. This tape is handled in the same 
manner as the tape of claims with enrollment trouble (see F). 
A complete record of enrollment and claim experience is in- 
cluded on this tape (#2’). 
Rejected claims (#3’). 
Claims o.k. for payment (#4’). 
I. Tape #3’ (rejected claims) is sorted by claim number and 
listed as a reject register and for preparation of reject notices. 


Chart 4 

J. A-subroutine maintains a doctor master file tape. This would 
show name, code number, and address and any other addi- 
tional information desired for each physician in the area. 
Transaction tapes showing additions, deletions and correc- 
tions are punched, verified and transcribed to magnetic tape. 

K. Tape #4’ (claims o.k. for payment) are sorted by doctor's 
code number. 


Com puter Run #3 

The following tapes are input items for computer run #3: 
Tape #4’ (claims o.k. for payment). 
Tape of daily doctor adjustments. 
Doctor master file tape. 
The purpose of computer run #3 is to 

1. Up date the doctor master file tape. 

2. Prepare a tape for preparation of checks. 

3. Prepare a tape for claim statistics. 

L. The following output tapes are the result of this third com- 
puter run: 

New doctor master file tape. This tape is used as input for 
computer run #3 the next day (#1”). 

Check tape for producing final checks (#2”). 

Report tape (#3”). 

Chart 5 

M. Tape #2” is sorted by check number. Checks are prepared on 
a printer. The tape in check number order is stored for bank 
reconciliation. 

N. Tape #3” (report tape) is sorted by check number and is 
listed as a daily disbursement journal. In processing through 
the sorter the original tape in doctor number order is retained 
and stored for doctor’s earnings reports to the Internal Rev- 
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enue Department. The resulting tape in check number order 
is stored and used for all regular monthly statistical reports. 


The foregoing shows the processing in a very digested form. 
Naturally, each company would need to incorporate its own 
peculiar requirements into the system. Transitionary problems in 
going from the present method of operation to the tape-process- 
ing equipment are not included in the subject matter of this paper. 
Such problems are quite involved and need considerable study 
and analysis before a company decides to utilize tape-processing 
equipment. 

One of any company’s over-all objectives is to present to the 
public the best possible product at the least possible cost. It be- 
hooves each of us to keep a watchful eye on the electronics field 
in order to enable us to continue to carry out this objective. 





Considering Electronics ? 


One controller said that in his com- 
pany “we did one other thing that I 
think was helpful. We supplied them 
with available publications, the type 
of publications we thought were easy 
to read and would excite their inter- 
est in this program.” 





You can do the same thing with 


THE REVISED EDITION 
of 
BUSINESS APPLICATIONS 
OF 


ELECTRONIC 
MACHINES 


An Annotated Bibliography 


Popular demand has made this 
revised and enlarged edition 
necessary. It includes annotated 
listings of literature published 
up to May 31, 1955 and has 
a revised and improved section 
of machine accounting systems. 


Available in June from 


CONTROLLERSHIP FOUNDATION, INC. 
One East Forty-second Street 
New York 17, N. Y. 




















Productivity and Budgetary Policies Discussed at 


Controllership Motivation, Administration, 


Eastern Conference of Controllers Institute 


| TRENDS, productivity, administra- 
tion and management planning and con- 
trol were featured in the program for the 
1955 Eastern Conference of Controllers 
Institute of America. The gathering took 
place April 28-30 in the Royal York Ho- 
tel, Toronto, Ontario, under the sponsor- 
ship of the Hamilton and Toronto Con- 
trols. 


JOHN V. VAN PELT III: 

The place of the controller in the man- 
agement planning sphere was defined by 
John V. van Pelt III, controller, the Ken- 
dall Company, Walpole, Massachusetts. 
Speaking at the opening session, Mr. van 
Pelt, who is chairman of the Institute’s 
National Committee on Management Plan- 
ning and Control, pointed out that the 
controller may enhance his stature in the 
corporate enterprise by selling the plan- 
ning concept. ‘The controller has another 
essential function in the field of manage- 
ment planning,’”’ he declared, ‘in that he 
furnishes the data around which planned 
programs are developed. Data accumula- 
tion and availability is a requirement in 
planning for the future. Moreover, con- 
trol over prior projects furnishes the basis 
for measurement of the projects for meas- 
urement of the probability of success with 
respect to future plans.” 

Citing examples taken from such firms 
as the Cleveland Electric Illuminating 
Company, General Electric Company, 
Gates Rubber Company and Ford Motor 
Company, the speaker described various 
ways in which planning operations are 
conducted. ‘‘At the Kendall Company,” 
he said, “our formal budgets cover the 
current calendar year and are revised at 
midyear to go through the succeeding 
calendar year. Those for the current year 
are based upon actual merchandising pro- 
grams; requirements included in manage- 
ment of all phases of the business; antici- 
pated sales force coverage; staffing of re- 
search departments and approved main- 
tenance schedules. We have a high degree 
of coordination, which is achieved by 
funneling all statistical data through the 
divisional controllers. 
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“The forecast at midyear for the suc- 
ceeding calendar year is predicated upon 
changes in direction which are known at 
the time of compilation. We compare ac- 
tual performance periodically against the 
latest budget or revision thereof. 

“Our formal budgets do not control 
our current production schedules. These 
run against a 12-week sales projection 
which is revised every four weeks. 


make the studies, so we have a proper rep- 
resentation of all interested functions.” 
Mr. van Pelt defined four basic premises 
which, he said, hold true for all business 
in order to be competitive. “We should 
weigh all possible contingencies before 
embarking on new projects and should 
constantly apply the same tests to continu- 
ing projects. In studying a project we 
must deal with the best possible estimates 





PIPER PARADE. Part of the 48th Highlanders 
Pipe Band as they paraded around the tables at 


“Minor new products or product divi- 
sions require a detailed exposition of 
projected sales, all investment (in physical 
terms) and cost factors with gross profit 
computed for three to five years ahead. 
Reviews of performance are made by divi- 
sional managements at increasing intervals 
of time to determine performance against 
objectives and the need for corrective ac- 
tion. 

“Major new product programs require 
a far more comprehensive study and are 
carried down to a point where there will 
be an accumulated merchandising profit. 
Major facilities are predicated on long- 
range merchandising requirements that 
carry us through a pay-out period. Con- 
struction expenditures and operating costs 
are made in great detail. On major proj- 
ects we usually establish a task force to 
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the buffet dinner dance held on Friday evening, 
April 29 at the Royal York Hotel in Toronto, Ont. 


of future conditions, rather than historical 
experiences. In devising programs we 
should avail ourselves of the best thinking 
of all members of the management. We 
must constantly be aware of the factor of 
human activation in appraising individual 
courses of action.” 


GEORGE AITKEN: 

George Aitken, assistant general man- 
ager and comptroller, the Great-West Life 
Assurance Company, Winnipeg, spoke on 
“Effective Administration.” He pointed 
out that every business organization has a 
management team made up of the ad- 
ministrators of the various functions— 
production, sales, finance and control. 

“No other member of the management 
team has a greater interest in the effective- 
ness of company administration than the 
controller, because his function implies 
an interest in how the corporate dollar is 
spent, regardless of where it is spent. If, 
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for instance, the production man requires 

Jant expansion, the controller's function 
requires participation in the decision. If 
the sales head plans a major advertising 
venture, the controller is involved. In 
some corporations the controller has not 
only a functional responsibility for the 
things which contribute to effective ad- 
ministration, but has, in fact, the more 
immediate job of developing and institut- 
ing some of the prime factors. 

“The planning concept and approach 
must be basic in the thinking of all execu- 
tives and supervisors. In larger organiza- 
tions it is economical to place a staff of 
planning specialists at the disposal of off- 
cers and department heads. This is so be- 
cause planning requires constant attention 
and cannot be left over ‘until time per- 
mits.’ 

“There are various ways of carrying 
out the staff planning function in an or- 
ganization,” Mr. Aitken continued. “In 
our own company the planning unit re- 
views various company indices, including 
budget reports, unit cost comparisons and 
reports on staffing, to ascertain areas where 





GAVEL PRESENTED TO LONG ISLAND CON- 
TROL. Alexander Campbell (left), treasurer-comp- 
troller, Western Canada Breweries Limited, Van- 
couver, B. C., presents a gavel on behalf of the 
Canadian Controls to David F. Devine, vice presi- 
dent-finance, American Bosch Arma Corporation, 
Garden City, N. Y., first president of the Long 
Island Control which was chartered on March 22, 


the greatest benefit may be obtained from 
the planning manhours expended. They 
then move into that area and make an in- 
tensive review of organization, then per- 
sonnel, then methods. Work flow charts 
are prepared and machine methods are in- 
vestigated. Proposed changes, no matter 
how unimportant that may seem, are re- 
viewed with the department concerned 
and discussed at officer level. If their rec- 
ommendation regarding a change is ap- 
ptoved, the actual installation is super- 
vised by the planning unit and a further 
check made, usually after four to six 
months of operation, to be sure that every- 
thing is going according to plan.” 
Pointing out that the approach of the 
planning unit closely parallels that of the 


management consultant, the speaker said 
that consulting services, internal auditors 
and public accountants are invaluable 
aides in administration. “I believe there 
will be increasing scope for the use of 
consultants,’ he predicted. “If anything, 
administrators are disposed to be over- 
cautious in engaging this type of service. 
After pinpointing our problem and locat- 
ing an acknowledged authority in the 
field, we should be as ready to secure these 
services as we would be to consult our 
solicitors or our accountants.” 


ALLEN W. RUCKER: 

The growth of productivity in Canada 
was analyzed by another speaker—Allen 
W. Rucker, president of the consulting 
firm of Eddy-Rucker-Nickels Company, 
Cambridge, Massachusetts. Both Canada 
and the United States, he said, face two 
“inescapable necessities.” 

“The first,” he explained, “is that pro- 
ductivity per worker, as distinguished 
from productivity per capita of popula- 
tion, will have to be maintained at or 
above its present very high level, about 





NATIONAL COMMITTEE ON CANADIAN AF- 
FAIRS. Malcolm S. Sutherland, secretary-treasurer, 
Burlington Steel Co., Limited, Hamilton, Ontario, 
and general chairman of the Eastern Regional 
Conference presided at a meeting of the Insti- 
tute’s latest national committee during the course 
of the Conference. Left to right are: Robert W. 
Wakefield, Senneville, Quebec; Herbert S. Wigley, 
Packard Electric Company, Limited, St. Catherines, 
Ont.; John M. McGillis, Molson’s Brewery Limited, 


five per cent per annum, compounded. 
Otherwise your relative labor shortage 
will make it impossible to sustain the pres- 
ent rate of improvement in per capita liv- 
ing standards. 

“The second is that this labor shortage 
threatens to force up wage rates, and thus 
also unit costs of output and prices, at a 
rate which can hamper if not seriously 
curtail future growth. Any increase in 
wage rates in excess of the improvement 
in productivity inevitably raises costs, and 
prices must follow. To a nation with so 








large a portion of its national income de- 
pendent upon exports, this rise in costs 
and prices could become a serious restraint 
upon the expansion of salable output and, 
hence, upon the per capita national in- 
come and scale of living.” 

Mr. Rucker cited three factors which 
contribute to increased productivity at 
costs and prices which permit more output 
to be marketed: (1) a sustained increase 
in the quantity and quality of the tools of 
production, which means a high level of 
capital investment powered by a high 
level of after-tax profit; (2) improved 
methods of operation, and (3) improved 
teamwork and cooperation between labor 
and management. 

“Let’s soft-pedal the talk about ‘profits 
from labor-saving,’’’ Mr. Rucker urged. 
“I have spent over 20 years studying the 
national record of manufacturing. If there 
is one thing which the record shows, it is 
that manufacturers rarely, and then only 
temporarily, make any money out of labor. 
They do reduce labor time per unit and 
thereby their labor costs per unit. But they 
give some of this back in the form of an- 
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Montreal; T. Cecil Davis, St. Regis Paper Company 


Limited, Montreal; A. H. Wiedeman; 
Controllers Institute; Malcolm 5S. Sutherland; 
Alexander Campbell, Western Canada . Brewr 
eries Limited, Vancouver; W. S. Rothwell; Abitibi 
Power & Paper Co., Limited, Toronto; E. P. Me- 
Gavin, Hayes Steel Products, Ltd., Merritton, On- 
tario; John F. Kidner, Canadian Oil Companies 
Limited, Toronto; and A. R, MacCallum, Stand- 
ard Sanitary & Dominion Radiator Ltd.. Toronto. 


Canada) 


nual or biennial horizontal wage increases ; 
they give the remainder to the customer 
in the form of relatively lower prices. In 
return, the volume of output rises and 
provides the added profit needed to make 
the effort worth while. But we don't 
‘make money out of labor.’ We ought to 
begin to make this clear. 

“We may thereby encourage the labor 
people to soft-pedal their promotion of 
the idea that they can ‘make money out of 
management.’ The fact is that total wages 


(Continued on page 296) 
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Installment Credit’s Place 


in the Economy 


Alfred F. Goodman 


ANKING AND COMMERCE as we know 

them started in ancient Babylonia in 
that area near the Mediterranean Sea 
where civilization itself had its beginning. 
Two thousand years before the birth of 
Jesus of Nazareth the Babylonians were 
using deeds, leases, wills, accounts, re- 
ceipts for storage, mortgages, notes, and 
other business forms. They were engraved 
in clay tablets, which were baked until 
hard. Duplicates were made by pressing 
wet clay over a baked tablet, then baking 
the wet impression. 


OF BANKING—BRIEFLY 

Over twenty centuries ago, in the Code 
of Hammurabi (2123-2081 B.C.) interest 
was fixed at 20% for loans of money; and 
33 1/3% for loans in kind. 

King Croesus of Lydia (570-546 B.C.) 
was known to have minted gold and silver 
coins, guaranteed at their face value by the 
state. While coins over five thousand years 
old have been found in India, the facts re- 
garding them are not known. 

The Medici family of Venice were 
bankers for generations in Venice and 
Florence. Lorenzo ‘the Magnificent’ be- 
came the greatest financier of his time. 
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The world had never seen such banking 
power as that of the Medici family, and 
Florence was the artistic, intellectual, and 
financial capital of Europe and the world. 

Modern se can 3 traced through 
the English and French systems, and into 
our own, and the chartering of the first 
U.S. bank, named the Bank of the United 
States which opened its doors on Decem- 
ber 12, 1791. Through many trials and er- 
rors our present banking system emerged, 
or rather evolved. 


ORIGIN OF CREDIT 

There are many theories as to the origin 
of consumer credit or installment credit. 
The theory of one man, Tom Boushall, 
president of the Bank of Virginia, Rich- 
mond, Va., is based on facts he uncovered 
while doing some research work in the 
Library of Congress. 

While some records seem to show that 
in the time of Gaius Julius Caesar, small 
homes were sold to the people on an in- 
stallment payment plan, this and other 
partial information are interesting but not 
factual in developing the real background 
for consumer credit as known today. 

Prior to 1725 there was no concept of 





ALFRED F. GOODMAN, vice president of the Winters Na- 
tional Bank & Trust Company, Dayton, Ohio, is a graduate 
of Emerson Institute, New York. He is a member of the fac- 
ulty of the School of Consumer Banking of the University 
of Virginia at Charlottesville, Virginia and of the faculty 
of the Ohio School of Banking of Ohio University, Athens, 
Ohio. He is a member of the American Institute of Bank- 
ing and president of the Dayton Better Business Bureau. 
Mr. Goodman presented this paper before the Dayton Con- 
trol of Controllers Institute of America, February 10, 1955. 
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consumer credit as we know it, in Scotland 
or elsewhere. The individual had no ac- 
cess to credit. But, in 1725 the banks of 
Scotland were authorized to issue their 
own pound notes as their corporate obli- 
gation, to establish lines of credit to young 
men starting out to practice law, medicine, 
to farm, or to go into business, provided 
that two responsible persons would, in 
writing, guarantee the bank against loss 
up to the amount of the line established. 
The borrower could then issue checks 
against this bank line, with no cash previ- 
ously on deposit. This would obviously 
create an overdraft. One-pound bank notes 
of the lending bank were issued for the 
checks so drawn, which circulated at par 
and thus created a currency or medium of 
exchange for goods or services. 

The banks charged interest on the 
amount of the overdraft for the time it 
was in effect. 

This program was in force until the 
Bank of England became the sole bank 
of currency issue. 

In 1850 testimony was given in the 
British Parliament that prior to 1725 Scot- 
land had been a miserably poor country, 
lacking both credit and currency, lacking 
means for young men to get established, 
or even for counties or “shires” to borrow 
money to build roads, bridges, etc., to per- 
mit movement of commerce. “But,” says 
the record of the Parliamentary hearing, 
“the advent of the Scotch cash credit sys- 
tem in Scotland set off an era of unprece- 
dented prosperity in that country.” The 
record says, “What the Nile has meant to 
Egypt, the Scotch cash credit system was 
to Scotland.” 


MIDDLE-CLASS CREDIT 

In 1916 in France, there were no retail 
store charge accounts. The merchant drew 
a draft on the customer for the necessary 
amount payable at a stated bank on a spe- 
cific future date; the draft was accepted by 
writing across its face. It was not a note or 
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a conditional promise to pay. It was an 
ynconditional order to pay. It was what 
we call a ‘trade acceptance.” 

These were taken to his bank by the 
merchant and discounted. The bank in 
turn could rediscount them with the Bank 
of France. Paper money, if necessary, 
could be issued based on these pledged 
obligations. 

These trade acceptances facilitated sales 
on a time payment basis, in lieu of our re- 
tail charge account system, or later, our 
installment credit system. An acceptance 
as small as $4.00 was eligible. It was bank- 
ing organized down to the needs of the 
people. 

There were such banks as the ‘Banque 
Populaire,” in France, Switzerland, and 
Italy with many branches. Transactions 
were small, terms were short, but in the 
aggregate they totaled quite a sum in each 
country. But none of these banks attempted 
to promote the use of individual credit as 
is done today. 

Starting about 1860 in Germany were 
the German credit unions; the Raffeison 
System to serve the rural areas; the 
Schultze Delitsch System for the urban 
areas. They were based roughly, on a sort 
of combination of concepts: mutual sav- 
ings banks and building and loan associa- 
tions. But, they were among the first 
grantors of installment credit on a weekly 
or monthly repayment basis, available to 
farmers, industrial workers, shop clerks, 
and service people—those with steady in- 
comes. 

These credit unions spread around the 
world; Europe, Asia, India. Later they 
came to our country from Canada by way 
of Boston and New England. 


INSTALLMENT CREDIT AND 
MASS PRODUCTION 

Any study of installment credit and of 
mass production in this country will bring 
a realization that they have developed to- 
gether, born of their natural need for each 
other. Our economy became based largely 
on mass employment, mass production, 
and mass credit. The only way to obtain 
mass credit, for mass purchasing to sup- 
port mass production, and require mass 
employment, was to make credit available 
to the masses, to be repaid out of income. 

This has become the American way and 
it has been very largely responsible for 
what we call ‘the American way of life.” 
If you were to take away from our people 
all the things a majority of them must ob- 
tain on an installment basis, you would 
plunge our people back decades. About 
10% of the automobiles, 80% of televi- 
sion, 75% of the electric refrigerators, 
electric washers and dryers, food freezers, 
ttc., are bought on time. 

If this mass market were obliterated 
and production reduced to the cash mar- 
ket, the price of these things would soon 
be doubled or more, employment would 
be reduced correspondingly, and the Amer- 









































“And now, for my impression of our dear employer 


returning from another arduous trip . . 


ican standard of living would be a mem- 
ory. 

Financing production and distribution 
had long been the sole object and purpose 
of our banking system. Our banking laws 
were based upon such a concept. When 
consumer credit rose above the horizon 
our banking system was not mentally 
equipped nor legally able to handle it. It 
was therefore necessary for private ven- 
ture capital to point and pave the way. 
The large national finance companies were 
organized and when, in a small city in Vir- 
ginia, Arthur Morris started the first Mor- 
ris Plan Bank, consumer credit was on its 
way in America. 

World War I held back its develop- 
ment, but at-its close, the relatively few 
champions of its cause started the work 
which was to change the laws of our 
states, and put on new laws, necessary to 
permit banks and others to loan money 
to individuals. The cost of investigating 
and handling monthly payments, the col- 
lection costs inherent in such dealings 
with average individuals, the losses in- 
volved, all required a new look into rates 
and charges for inadequate and unsafe 
returns not permitting sufficient reserves 
for safe operations had been the retarding 
influence for years. 

Not until 1936 did Ohio pass the Spe- 
cialized Banking Act which enabled her 
banks to engage safely in installment 
credit. 

No attempt has been made to claim that 
our economy would collapse without con- 
sumer credit. But if the automobile plants 
in Detroit, Flint, Lansing, etc., close down 
you will find results all over this country 
in a multitude of allied fields and sup- 
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pliers; and multiply this by many other 
things, a majority of which are financed 
on the installment plan, and you could 
start a chain reaction which could very 
easily result in serious economic trouble. 

It should be understood that the better 
thinkers and operators realize that over- 
extension of credit to the individual is an 
evil, and is harmful to the community. 
Such practices are avoided for it brings 
reverse results and removes buyers from 
the market, causes a slowing-up of sales, 
an increase of inventory, unemployment 
and loss. 

The banks of the country are trying to 
do a good job in installment credit, in 
co-operation with the public, business, the 
Federal Reserve Board, banking super- 
visory authorities, and for themselves. It 
is good business and when properly han- 
dled, profitable. It is not foolproof and is 
a specialized field. 

Consumer credit is still young. It was 
tested by the Great Depression of the thir- 
ties and by World War II and it has been 
proven sound when sensibly handled. It 
is an important and constantly increasing 
factor in modern business and home life 
and is destined to continue to expand its 
position as a dynamic and necessary part 
of the American economy. 


MANUFACTURERS’ CREDIT PLANS 

In recent years, manufacturers have de- 
veloped their ,own finance subsidiaries, 
such as GMAC by General Motors, G.E. 
Contract Corp. by General Electric, the 
Westinghouse Plan, and others. They are 
thus able to establish large lines of “floor 
plan credit” and stock dealers at slow- 


(Continued on page 300) 
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To suit your needs. You can photograph the 
fronts and backs of documents simultaneously 
side by side on 16mm film; or photograph the 
fronts down one side, then up the other .. . 
or across the full width of the film. A specially 
designed spacing control prevents film waste 
... gives you maximum number of images per 
foot with automatic or hand feeding. Glass 
document guides assure sharper pictures. 





Eliminates a separate job of endorsing 
checks before deposit in your bank. The 
Reliant does it automatically in the fast, 
smooth microfilming run. The time saved 
quickly pays for the high-precision endorser 
unit, optional at slight extra cost. This 
accessory conforms with the Reliant’s trim, 
all-metal design . . . becomes'an integral part 
of the microfilmer when attached. 


Introducing 
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»oe the Recordak Reliant 


...a@ sensational high-speed, low-cost microfilmer by the originator 
of modern microfilming. Check its plus features designed for 
even greater efficiency and economy in business record keeping 





Just like having 3 microfilmers in- 
stead of 1. You'll be able to photo- 
graph your records at any one of three 
reductions . . . 40 to 1, highest in 
16mm automatic microfilmers; 32 to 1; 
and 24 to 1. Thus, you can always get 
the right picture size for the job at 
hand. Takes only a minute to switch 
lens kits for desired reduction. (One 
lens kit is included in Reliant . . 
other two are low-cost accessories.) 





Eye-level stacking. No stooping or 
reaching by your operator—she sees 
the documents pouring out . . . neatly 
stacked in sequence. Receiving tray can 
be adjusted immediately for varying 
sizes. All controls are at her finger tips 
...1tem counter and film-footage indi- 
cator can be checked at a glance. All of 
these features—plus many, many more 
—in the surprisingly low-cost Reliant. 





Stops double feeding. The Reliant’s 
revolutionary high-speed automatic 
feeder sets new standards for accuracy 

. all but ends possibility of missed 
pictures. If two documents are stuck 
together, they’re halted in feeder. More 
than 400 3x5-in. file cards . . . up to 
140 letters can be photographed per 


~ minute. Slightly oversized documents 


(over 11 in. wide) can be photo- 
graphed without a wrinkle or tear. 


to profit by reading it. 





RECORDERK 


(Subsidiary of Eastman Kodak Company) 
originator of modern microfilming—and 
its application to accounting routines 


RECORDAK CORPORATION (Subsidiary of Eastman Kodak Company) 
444 Madison Ave., New York 22, N. Y. 





Here’s extra protection. Two rolls of 
film can be exposed simultaneously at 
all three reduction ratios; and with all 
three microfilming methods. This is an 
important advantage when extra films 
are needed for off-the-premises or vault 
storage. Or when home office as well as 
branch office must have copies. Some- 
thing else—the Reliant accommodates 
200-ft. rolls of film, which cuts your 
film-loading operations in half. 


-- MAIL COUPON FOR FREE BOOKLET—————————— 
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“Recordak’’ 


ts a trade-mark 


“Short Cuts that Save Millions” shows how 

you can cut costs with the new Recordak Reliant. 
Typical case histories show how Recordak Micro- 
filming saves for over 100 different types of 
business, thousands of concerns. You’re bound berets 
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Profit-Sharing and Stock-Bonus Plans 

The Defense Department has tentatively agreed to reject 
the request of aircraft and engine builders to be allowed to 
add profit-sharing and stock-bonus plans to cost of govern- 
ment contracts. According to the key section of proposed 
new military procurement regulations, companies which do 
more than 25% of their total business with the Govern- 
ment will not be allowed any part of the cost of their ex- 
ecutive incentive plans to the Government, ‘‘unless other- 
wise provided by special contract provisions.” 


Tax Write-Offs for Electricity 

ODM is acting on applications for Certificates of Neces- 
sity as part of a plan that would expand electric power 
production in the country by almost 50% by 1958. Many 
of the applications have been dormant and new applica- 
tions, according to ODM, will be accepted immediately. 


SEC Rules of Practice 

The Rules of Practice have been amended by a statement 
indicating that the Rules do not contain all the pertinent 
provisions relative to procedure and practice and that vari- 
ous provisions of limited application appear in the statutes 
administered by the Commissioner and in the rules and 
regulations adopted under specific statutes. 


Revenue Returns 

In the seven months ended January 31, greater scanning 
of tax returns has netted the Government $917 million ex- 
tra compared with $774 million in the same seven-month 
period of a year ago. 


Federal Inventory 

A report by GSA on the first complete inventory of fed- 
eral real property shows that the Government owns 405.1 
million acres of land (21.3% of the entire continental US), 
428,726 buildings including apartment houses, garages and 
dry cleaning establishments, and a series of gas lines, elec- 
tric power systems, breakwaters, sewers and statues. The 
cost of this property, excluding land in the public domain 
and “trust” properties, was $30.2 billion. The inventory 
items have been recorded on electrical computer cards where 
the information now can be tabulated in many ways. 
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Government Helps Business 

The Small Business Administration’s newest undertaking 
called ‘‘Products Assistance’ is designed to help business. 
men with problems in marketing, developing or redesigning 
wares. According to SBA officials, 2000 inquiries have been 
received in the past several months and 80% of the calls 
for specific product assistance are processed and solved in 
the firm’s locale. 


Patent Extension 

A House judiciary subcommittee has held hearings on 
proposed legislation to extend the validity of certain patents 
whose usefulness was cut short for one reason or another 
during World War II. Subcommittee action on the bills will 
be postponed until it hears the views of the Department 
of Justice. 


Nonmilitary Atomic Data 

The AEC has announced less strict rules for letting 
people study nonmilitary data. The new rules still keep the 
requirement for the proper clearance to look at atomic in- 
formation and the applicant must show that confidential 
atomic information will have a ‘‘potential use or applica- 
tion” in his business, profession or trade. Also, all appli- 
cants must agree to observe all AEC security rules and the 
patent provisions of the Atomic Energy Act. Formerly, AEC 
allowed only specified studies by a given applicant and re- 
quired, among other things, considerably more data on the 
purpose of the study and an accounting to AEC on what he 
learned. 


Western Hemisphere Trade 


Corporation Countries 

Rev. Rule 55-105 lists certain countries which are con- 
sidered to be ‘Western Hemisphere Trade Corporation” 
countries within the meaning of Section 921 of the 1954 
Code. 


Social Security for Foreign Subsidiaries 

District directors are authorized to enter into agreements 
with domestic corporations desiring to have social security 
coverage extended to U. S. citizens employed abroad by their 
foreign subsidiaries. 


Tax Inspection 

Federal internal revenue laws neither require a taxpayer 
to allow state or local officials to inspect his personal copies 
of tax returns nor protect him from such inspection; the 
law which requires the Revenue Service to permit state gov- 
ernments to inspect income tax returns pertains only to 
those filed with IRS. 


Who Budgets for the Budgeters? 

In order to prepare the Defense Department’s fiscal 1955 
budget, 12 million manhours costing about $30 million 
were required. This sum was almost equal to the entire 
amount spent annually by the Federal Government in the 
1840's. —BENJAMIN R. MAKELA 





YUM 


cing 
1ess- 
ing 
een 
calls 
d in 


5 on 
ents 
ther 
will 
nent 


ting 
» the 
C in- 
ntial 
lica- 
ppli- 
| the 
AEC 
1 re- 
1 the 
it he 


con- 
ion” 
1954 


nents 
urity 
their 


payer 
opies 
; the 
gov- 
ly to 


1955 
illion 
antire 
n the 


















Consider the advantages of producing 
sharp, accurate copies of originals up to 
26” wide right on your own premises 
.-.at a moment’s notice. Whether they're 
printed or typed sheets, sketches, draw- 
ings or charts, colored or black on white, 
one or two sides...it makes no differ- 
ence! Transcopy copies anything...on 
white or any one of five colored papers 
...even card stock. 

You do NOT need a darkroom and 
there is no plumbing, wiring or special 
installation. Place Transcopy on a con- 
venient desk or table... in ordinary 
lighting. Plug into any standard elec- 
trical outlet and it’s ready to produce as 
many finished copies as you need... in 
record time. It’s so very simple to oper- 
ate, anyone can quickly make positive 
prints of the highest quality. 


for quick on-the- 


ALL-WAYS/ DEPENDABLE 


spot copies. ++ 


e Confidential records need never leave 
your premises when it is necessary to 
make copies of them. 


e You'll eliminate the delay and ex- 
pense of sending out for commercial 
photocopies. 


e Busy personnel will be freed from 
time-wasting manual copying 
assignments. 


e Copies of important originals can be 
produced instantly and circulated to 
all interested parties. 


e In minutes, you can jot notes on let- 
ters to be answered....return a copy 
to the sender and file the original. 


Uses for Transoopy are almost un- 
limited in all types of businesses, 
services and organizations. 


SEND TODAY FOR FREE BROCHURE P344 


LOLITA LLM LCA P CMa Room 1622 315 Fourth Avenue 


New York 10, N. Y. 
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Evaluating Employes 


Robb M. Winsborough 


HEN YOU HEAR SOMEONE SAY that 
W. person manages a factory, or a re- 
finery, or a power plant, you understand 
that he is head man. Nevertheless, strictly 
speaking, you can’t really manage a piece 
of property. You can’t manage a turbo- 
generator, or a distillation tower. You 
can’t manage a locomotive, or a hydraulic 
press. What you really manage are the 
people who operate these pieces of equip- 
ment and this kind of property. 

Your only real control is through the 
people who take care of the operation. 
You can only manage people. And people 
are the source of all the money which we 
take in from our customers, and of all the 
money we get from security holders to in- 
vest in our business. People are the most 
important thing in the operation of any 
business. 

There have been pretty intelligent ap- 
ptaisals of people as far back as the time 
of Plato, which was about 400 years be- 
fore the birth of Christ. Ever since that 
time, at intervals, great minds have pro- 
duced intelligent discussions of various 
phases of the problem of personality and 
human relations. 

The sciences which relate to understand- 
ing people, under the names of psychol- 
ogy, psychiatry, psychoanalysis, etc., are 
much newer. Their real expansion has 
come within the last half-century. 





ROBB M. WINSBOROUGH, consultant on employe and 
public relations matters, advertising and personnel for Mid- 
dle West Service Company, Chicago, Ill., had a major part 
in the instigation of the Electric Company Advertising Pro- 
gram and in the creation of the widely used employe infor- 
mation programs on the American Economic System and 
Freedom, for which his company received awards from Free- 
doms Foundation. He is one of the pioneers in the use of 
public opinion measurements in planning and conducting ac- 
tivities related to customer, employe and public relations. 
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In World War I this country saw the 
first wide-scale use of intelligence tests on 
adults. Testing of draftees was the first 
time such a test had been administered to 
so large a cross section of the adult popu- 
lation. It provided psychologists with 
much useful raw material for intensive 
study. World War II gave this whole 
thing another shot in the arm. The Office 
of Naval Research, the Research Branch 
of the Information Education Division of 
the Army, and various units of psycholog- 
ical warfare became intensely interested in 
measuring people’s feelings, opinions and 
reactions. 

The universities and colleges have pur- 
sued this research vigorously since the end 
of World War II. Many large industrial 
concerns have contributed grants of money 
to further this investigation, Many inde- 
pendent commercial research organiza- 
tions have made important contributions. 
Literature covering these investigations and 
experiments is gradually taking form and 
becoming available as a body of up-to- 
date tested data which we can use in plan- 
ning sound and progressive personnel and 
human relations activities and programs. 

The University of Chicago has a section 
devoted to investigation of industrial rela- 
tions and industrial problems. They have 
developed a series of 78 statements relat- 
ing to 14 different phases of the employes’ 
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attitude. When the list is submitted to 
groups of employes for anonymous agree- 
ment or disagreement, the group answers 
measure attitudes and feelings of employes 
towards their jobs, their supervisors and 
the company. 


A NEW MEASURING TOOL 

This list of 78 statements to which the 
employes can anonymously agree or dis- 
agree is called an inventory. It can be ad- 
ministered by any employer who desires to 
administer it, either by the employer di- 
rectly or with the aid of some outside 
agency. An outside agency is often help- 
ful with interpretation of findings. The 
inventory has been published and is avail- 
able commercially. 

More than 100,000 employes of various 
types of businesses have answered the in- 
ventory. The results have been reduced to 
a series of expected normal answers with 
which the results of any employe survey 
can be compared. 

Surveys of this kind show there can be 
and usually are wide differences in atti- 
tudes of employes of the same company. 
There are great differences in the effective- 
ness of supervision and in the relationship 
between the men and their supervisors. 

This kind of fact-finding process is 4 
diagnostic process. It identifies for us the 
spots where we can expect trouble. The 
low points on one of these profiles are 
places where we should immediately start 
doing some work. This kind of inventory 
can be done periodically and if it is done 
every year or two we can keep track of the 
degree of employe satisfaction. 


“CAN DO” AND “WILL DO” FACTORS 

There is another large part of the prob- 
lem of efficient employment policies which 
is of interest to the controller as a policy- 
making official. 

If you will mentally check back over 
the people you have known who have 
failed in their jobs, you will probably find 
that most of them failed because of some 
temperamental or personality difficulty and 
not because they lacked technical ability 
to do the job. Most people have the tech- 
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nical competence for most of the jobs they 
try to do. The usual failure is not because 
of inability to do the work, but because 
something keeps them from doing as good 
work as they are capable of doing or for 
some reason they cannot fit in with other 
people. 

If we have a reasonably good under- 
standing of what is required in a job, we 
know pretty well the abilities that ought to 
be present in the employe who fills that 
job. It is not nearly so easy to find out 
whether the person will do the job satis- 
factorily. Finding out about the ‘‘will do” 
is much more difficult than finding out 
about the “can do.” 

Most of the people who prove unsatis- 
factory on a job have some personality dif- 
ficulty which makes it difficult or impossi- 
ble for them to adjust themselves satis- 
factorily to the job and the job situation. 
It may be that they are internally disturbed 
all the time. It may be that they do not 
have a facility for making easy adjustment 
to the people around them. More fre- 
quently than not, they lack emotional ma- 
turity. They will still be reacting in imma- 
ture ways and this immaturity will cause 
them to be unsatisfactory employes. 

In a book by H. A. Overstreet, “The 
Mature Mind,” you will find a well-rea- 
soned indictment of our whole civilization 
because of its tendency to keep people in 
a state of emotional immaturity. Over- 
street points out that there are many things 
in our education, in our reading, in our 
amusements, that are calculated to prevent 
us from maturing emotionally. 


PAST RECORD 

In searching for an answer to the ques- 
tion of whether a prospective employe will 
do the job or not, the best guide we have 
is the record of what he has done. 

There are a few cases where people 
really make themselves over after they 
have become adult. The number of such 
cases is so small that it is sound practice to 
go upon the theory that the best indicator 
of what a person is going to do is what 
that person has done. Therefore, in trying 
to find out whether a prospect will make a 
good employe, the soundest thing to do is 
tomake a good investigation into what he 
has done and into his personal back- 
ground. 

The first thing to investigate is his work 
record. That should be furnished on the 
application blank and should be checked 
by telephone with the people for whom 
he has worked. Over the telephone ask 
former employers to verify certain infor- 
mation the applicant has given and, as a 
tule, there will be frank and revealing 
answers, 

After determining whether or not the 
employe is technically qualified for the 
job, one must plan an interview. It is neces- 
sary to find out from the applicant a great 
deal of information about his background 
which will throw light on the kind of per- 
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son he is. It is in this interview that one 
can try to determine the ‘will do” factors. 


A PLANNED INTERVIEW 

If the situation is set up properly in a 
quiet spot where it can be free from in- 
terruption, and the interviewer places the 
applicant at ease, the applicant will usually 
tell voluntarily and completely the things 
needed to be known about his background. 
Much of this information will relate to his 
family and some of it to his early years. 
This is important information because it 
influences his whole character, and directs 
much of his actions, 

When the interview is concluded, the 
applicant is evaluated on the basis of both 
his ‘“‘can do” and “will do’ factors. He 
must qualify on both scales to be an ac- 
ceptable employe. 


STEPS TO TAKE 
1. Know what the job requires. This 
means one should have at least a simple 
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TWO IMPORTANT STUDIES 


for Financial Executives 
THE CONTROLLER REPORTS TO MANAGEMENT .. . $1.00 


“Communicating Financial Information to Top Management” — 

“Reports to Management on Finances—Cash Position and Cash 

“Reports to Management on Capital Expenditures, Proposed, In 
Process, and Completed’’—John H. Fennema 

“Reports to Management on Sales Including Sales Analysis” — 


“Reports to Management on Manufacturing Costs”—William J. 


“Reports to Management of Labor Costs for Labor Negotiation 
Purposes’’—Peter M. Chiuminatto 


IMPROVING PROFIT THROUGH COST CONTROL .. . $1.00 
“Research and Development’’—Dr. Fred Olsen, John W. Glad- 
“Organizing a Profit Improvement Program’—George W. 


“Cost Control in the Electrical Manufacturing Industry’— 


Address orders to 


CONTROLLERS INSTITUTE OF AMERICA 
One East Forty-second Street, New York 17, N. Y. 


Please add city sales tax if order is for New York City delivery 


job description. It need not be too elabo- 
rate. It should set out the things the per- 
son really has to do. Job evaluation can 
help. 

2. The next step is to test where tests 
are indicated. 

3. Get a complete work record from 
the applicant. If he is not an applicant, but 
is an employe being considered for promo- 
tion, go back over his complete work 
record in detail for indications of successes 
and failures. Check with all his former 
supervisors. 

4. If it is a new applicant being con- 
sidered, check with at least three previous 
employers by telephone. Talk to the man 
who was the immediate supervisor of the 
applicant. 

5. Conduct a planned interview for the 
purpose of determining personality traits, 
personality history, and background de- 
velopment factors of the applicant. 

6. Make an evaluation of whether or 
not this employe possesses both “can do” 
and ‘‘will do” factors for the job. 
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America’s Needs and Resources 


MERICA now has the strongest, most 
A productive economic system in hu- 
man history, easily capable of attaining by 
1960 a total national output of $414 bil- 
lion and making possible an average fam- 
ily income of more than $6,000 per year, 
with prospects of still greater growth in 
the years ahead. This is one of the central 
conclusions of a major economic study by 
J. Frederic Dewhurst and associates, soon 
to be issued by the Twentieth Century 
Fund. 

Among the striking findings of ‘‘Amer- 
ica’s Needs and Resources: A New Sur- 
vey’ are the following: 
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1. American productivity, meaning the 
average output per hour of work, is in- 
creasing so rapidly that if present rates 
continue, in another century we shall be 
able to produce as much in one seven-hour 
day as we now produce in a 40-hour week. 

2. During the past century our rate of 
output has risen so fast that the average 
American worker today produces nearly 
six times as much in an hour of work as 
his great-grandfather did in 1850. Meas- 
ured in today’s purchasing power, an av- 
erage hour's work in 1850 yielded 38 
cents’ worth of goods and services, while 
an average hour’s work in 1960 will pro- 
duce an estimated $2.68 in goods and 
services. 

3. At our present rates of growth, we 
shall have a population of 177 million in 
1960. A total of 69 million should be at 
work or in the armed services and un- 
employment (principally shifts between 
jobs) should not average more than 5 per 
cent of the working force, or 3.5 million. 
Total national output should reach $414 
billion at current prices, yielding total per- 
sonal income of $315 billion, or an av- 
erage yearly income of more than $6,000 
per household for the country as a whole. 

4. If we assume that unemployment 
will go no higher than it is today, with 
working hours about the same and produc- 
tivity rising 35 per cent in the 1950s (it 
rose 47 per cent during the 1940s) we 
could produce a total national output as 
high as $490 billion by 1960. If we were 
forced into war emergency conditions sim- 
ilar to those of World War II, our total 
national output could approach $600 bil- 
lion by 1960. 

5. The United States, with little more 
than 6 per cent of the world’s population 
and less than 7 per cent of its land area, 
now produces and consumes well over one 
third of the world’s goods and services, 
and turns out nearly one half of the 
world’s factory-produced goods. 

6. The aggregate real income of the 
more than 160 million Americans today 
probably exceeds the combined income of 
the 600 million people living in Europe 
and Russia and far surpasses the total in- 
come of the more than one billion inhabit- 
ants of Asia. 

7. While American productivity has 
steadily gone up, working hours have 
steadily gone down, from an average of 
about 70 hours per week in 1850 to the 
40-hour week of today. It would take an 
1850 worker three weeks at 70 hours per 
week to produce as much as an average 
worker turns out in a 40-hour week today. 

8. Leisure time for recreation for the 
average employed American has nearly 
doubled since 1900 and seems likely to in- 
crease still further. Figures indicate that 
since 1910 as our national productivity has 


increased we have tended to take about 
two thirds of the potential increase in the 
form of goods i yea and one third 
in shorter working hours and increased 
leisure. Long-term trends indicate an ay. 
erage work week of 37.5 hours in 1960, 

9. Productivity, purchasing power and 
per capita income have all reached a much 
higher level in the United States than any- 
where else in the world. The typical 
American today takes for granted a level 
of material well-being which is beyond 
even the comprehension of the vast ma- 
jority of the world’s people. 

10. Although the nation as a whole is 
at peak prosperity, there are still many 
Americans who have substandard housing, 
inadequate clothing, insufficient food, 
schooling, medical care and other basic 
requirements. If we brought our total na- 
tional output up to a level needed to make 
possible adequate standards of health and 
decency for every living American, we 
would need to produce a total only 7 per 
cent larger than our estimated national 
output for 1960. 

11. While our resources in many raw 
materials, such as copper, lead and zinc, 
are running dangerously low, and we are 
wholly dependent on outside sources for 
others, such as tin, nickel, asbestos and 
graphite, we need have no fear of run- 
ning out of supplies so long as world 
channels of trade remain open to us. 
World sources, plus our own, are ad- 
equate to supply raw materials to keep 
our economic system running at high 
levels; but prudence indicates that we 
should (a) develop techniques for using 
our abundant low-grade reserves, particu- 
larly in petroleum and iron ore; (b) rely 
on imports as much as possible rather 
than use up our domestic resources too 
rapidly; and (c) maintain a program for 
stockpiling critical raw materials. 

12. Our total manufacturing capacity 
roughly doubled during the war bade 
of the 1940s and has continued to expand 
rapidly since that time. The study as a 
whole concludes: Our vast productive 
plant is a flexible man-made resource 
which, barring atomic devastation, will 
prove equal to any imaginable need. 


Seeking causes for our power to turn 
out goods and services in richer measure 
than any other nation or any other time 
has ever known, the new Twentieth Cen- 
tury Fund study says: 


Our high productivity and standard of 
living are in large part the fruits of a 
“high-energy civilization.” It is no acc- 
dent that the United States leads the world 
in per capita consumption of inanimate 
energy, as it does in per capita income. 


Backing up this point, the study goes on 
to say: 


The productivity or efficiency of a spe 
cific business ree can vary within 
wide limits, depending upon the energy, 
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ability and loyalty of the working force, 
the experience and competence of the 
management, and the morale of the or- 
ganization as a whole. But productivity is 
only to a limited degree either the result, 
or the measure, of labor efficiency. 

Both the competence of the manage- 
ment and the skill, intelligence and energy 
of the individual worker have been minor 
elements in the steep upward trend of 
American productivity over the past sev- 
eral decades. The most energetic and skill- 
ful shoemaker working long hours under 
the ablest supervision, but with the hand 
tools of a century ago, did not remotely 
approach the productivity of today’s semi- 
skilled operator, working with the aid of 
power-driven machinery. 

The fabulous increase in output per 
man-hour over the past century and the 
marked lead which the United States holds 
over the rest of the world have not been 
achieved by working harder or more skill- 
fully. The causes have been the steady ex- 
pansion of our productive plant, and our 
technological progress in devising supe- 
tior techniques and processes and more 
and better machinery to multiply human 
effort through the use of vast amounts of 
inanimate energy. 


Showing how machine power and the 
use of oil, coal, electricity and other in- 
animate sources of energy have taken over 
virtually our entire physical work load, 
the new Twentieth Century Fund survey 
says: 


In the middle of the nineteenth century 
more than one eighth of all the work was 
done by human beings and more than half 
by horses, mules and oxen. Animate energy 
—muscle power—thus accounted for 
slightly less than two thirds of the work, 
and inanimate sources for a little more 
than one third. By 1900 the work-animal 
share had dropped to 22 per cent of the 


total and that of human workers to 5 per ,| 


cent. Fifty years later muscle power was 
all but eliminated, and inanimate energy 
accounted for nearly 99 per cent of our 
much larger work output. 


Weighing some of the results of this 
use of inanimate energy, the report says: 


_ Our net output of goods and services 
in 1950 was 25 times what it was in 1850, 
and we did the job with only eight times 
as many workers. 

Allowing for the shorter work week of 
1950, we used less than five times as large 
an actual input of human energy—which 

(Continued on page 288) 
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W here 
banking is a pleasure 


Whatever your banking requirements 


may be—personal or corporate—the facilities 


and friendly, efficient services offered 
by Guaranty Trust Company 


make banking a pleasure. 


Guaranty Trust Company 


of New York 


Capital Funds $395,000,000 


140 Broadway, New York 15 


Fifth Ave. at 44th St. 
New York 36 
LONDON 


32 Lombard St., E. C. 3 
Bush House, Aldwych, W. C. 2 


Madison Ave. at 60th St. 
New York 21 
PARIS 


4 Place de la Concorde 


Member Federal Deposit Insurance Corporation 


40 Rockefeller Plaza 
New York 20 
BRUSSELS 


27 Avenue des Arts 
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HOW XEROG RAPHY SPEEDS PAPERWORK 


cuts duplicating costs $11,000 a year 
fr THE EQUITABLE 


Life Assurance Society of the United States... 
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Equitable’s Home Office in New York City 
Equitable has found an important 
use for xerography in the production 
of a 70-page monthly directory. Us- 
ing Flexoprint lists which are easily 
kept up-to-date, paper masters are 
made of each page by xerography and 
multiple copies run off on an offset 
duplicator. This accurate, speedy and 
economical method saves Equitable 
$1,000 a year. 

Also, Equitable uses versatile 
xerography to prepare paper masters 
for duplicating forms, sales manuals, 
progress, financial and sales reports, 
technical bulletins, reprints of maga- 
zine articles, and reference manuals. 

Anything written, typed, drawn or 
printed can be reproduced with pho- 
tographic accuracy in about three 


WRITE for proof of performance folders 
showing how Equitable and companies of all 
kinds are cutting duplicating costs and speed- 
ing paperwork with xerography. 


THE HALOID COMPANY 
55-75X HALOID STREET, ROCHESTER 3, NEW YORK 
BRANCH OFFICES IN PRINCIPAL U.S. CITIES AND TORONTO 


poe 
| 
| 
| 


(ZE-ROG-RA-FEE) 


t satis ass 





288 


XEROGRAPHY * 


The Equitable Life Assurance Society of 
the United States, third largest insurance 
company in the world, was founded in 
1859. Today, Equitable Life has 110 offi- 
ces in 48 states and maintains a field force 
of 8,000 life underwriters serving more 
than five and one-half million members. 


minutes by xerography onto an offset 
paper master for runoff of multiple 
copies on an offset duplicator. Orig- 
inal copy may be enlarged, reduced 
or reproduced same size by xerogra- 
phy in XeroX® copying equipment. 
Copies can be made from one or both 
sides of original material by xerog- 
raphy. 

For use in diazo type machines, 
translucent intermediates can be 
made from any original subject in 
the same speedy way. 

There is no limit to the versatility 
of the dry electrostatic xerography 
process in paperwork duplicating ap- 
plications. It is now possible with 
xerography, to produce up to eight 
copies, including an offset paper 
master or translucent master, from 
one xerographic image. 







From original to offset 
paper master 
in 3 minutes. 
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America’s Needs and Resources 
(Continued from page 287) 


means a nearly sixfold increase in pro- 
ductivity. 

But we used 74 times as much nonhu- 
man energy. . . . In other words, one 
man with today’s power-driven mechani- 
cal equipment can do as much work in 40 
hours as three men working 70 hours a 
week with the primitive tools of a century 
ago. 


Buying the power and machinery to 
achieve this result requires saving and in- 
vestment on a large scale, and the new 
Fund survey says flatly: 


Heavy capital investment in productive 
facilities and lavish use of mechanical 
power are unquestionably the most im- 
portant immediate causes of the high and 
rising level of American productivity. 


Just how heavy may be our future re- 
quirements and opportunities for capital 
investment—the central means by which 
our business system continues to grow and 
expand and to provide more jobs and 
higher income—is indicated by the new 
study: 


By 1960 the long-term capital require- 
ments of the nonfarm economy will prob- 
ably rise . . . to somewhere between $40 
and $45 billion on the basis of current 
prices. 


Coding of Account Titles 


To assist banks in the improvement of 
speed and accuracy in check handling, the 
National Association of Bank Auditors 
and Comptrollers has mailed to every bank 
in the country an eight-page booklet en- 
titled “Coding of Account Titles.” This 
booklet describes the importance of ac- 
count coding not only as a necessary pre- 
liminary to mechanical or electronic ac- 
counting, but also in terms of improved 
operations under conventional bookkeep- 
ing systems. 

Among the points described in the 
booklet are individual account codes, sort 
symbols, advantages of alphabetical and 
numerical designations, and an explana- 
tion of the construction and use of check 
digits. 

Copies of this pamphlet, prepared by 
NABAC’s Technical Division, are avail- 
able on request from the National Associa- 
tion of Bank Auditors and Comptrollets, 
First National Bank Building, Chicago 3, 
Illinois. 





EXPERIENCED CONSULTANT 


Broad Problems of Controllership 
W. I. McNeill 
Former Industry Vice-President 
and Controller 


270 Park Ave., Suite 5A, New York 17, N. Y. 
14 Hillcrest Ave., Summit, N. J. 
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LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 


Cleveland, Ohio 


Members of the Cleveland Control of 
Controllers Institute of America met at the 
Cleveland Athletic Club on April 12 to 
celebrate the 20th Anniversary of the 
founding of the Control. Features of the 
evening were paying tribute to past presi- 
dents of the organization and the presenta- 
tion of a plaque to Thomas J. Tobin, 
former vice president and controller of 
Erie Railroad Company (and now tre- 
tired) by Ralph Martin, president of the 
Control and controller, The Standard Oil 
Co. (Ohio), Cleveland, Ohio (ieft be- 
low). 

The citation reads as follows: 

“As a loyal and industrious member of 
Controllers Institute of America, serving 
or having served as national director, vice 
president of the Institute, vice president 





and trustee of Controllership Foundation, 
president of the Cleveland Control, gen- 
eral chairman of two Midwestern Confer- 
ences, and as an active participant in the 
Cleveland Control and the Institute at 
large, his dynamic leadership and un- 
selfish contribution of considerable time 
and effort to the Institute and its activi- 
ties have reflected credit on him, as well 
as the Institute, and have contributed im- 
measurably to the effectuation of the Insti- 
tute’s avowed purposes.” , 

In the picture top right are shown the 
following past presidents of the Control: 

Richard L. Brummage, 1947-48, now 
controller, Parkersburg-Aetna Corpora- 
tion, Fort Worth, Texas; Joseph J. Anza- 
lone, 1935-37, retired treasurer, the Ches- 
apeake & Ohio Railway Company and vice 
president, Alleghany Corporation, Cleve- 
land; George R. Herzog, 1951-52, vice 
president, Union Bank of Commerce Com- 
pany, Cleveland; Russell J. Van Dame, 
1952-53, controller, the Lincoln Elec- 
ttic Company, Cleveland; E. A. Seffing, 
1945-46, controller, the Daybrook Hy- 
draulic Division of L. A. Young Spring & 
Wire Company, Bowling Green, Ohio 





(now in Toledo Control); Math W. 
Thernes, 1937-38, treasurer, Ohio Edison 
Company, Akron, Ohio; William A. 
Crichley, 1953-54, controller, Diamond 
Alkali Co., Cleveland; Llewelyn Reese, 
1949-50, comptroller, Sherwin-Williams 
Company, Cleveland; and Hugh L. Patch, 
1938-39, former vice president and con- 
troller, The Standard Oil Company, re- 
tired. 

At the speakers table (shown below) 
were (left to right): B. W. Maxey, vice 
president of the Control and vice presi- 
dent-finance and accounting, The Glidden 
Company, Cleveland, Ohio; C. R. Fay, 
national president of Controllers Institute 
of America and vice president and comp- 
troller of Pittsburgh Plate Glass Com- 
pany, Pittsburgh, Pa. (Pittsburgh Con- 
trol) ; William E. Hill, president of Wil- 
liam E. Hill & Company, New York 
management consultants, who was the 
guest speaker of the evening; Ralph A. 
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Martin, president of the Cleveland Control 
and controller, The Standard Oil Company 
(Ohio), Cleveland, Ohio; Thomas J. 
Tobin, former vice president and control- 
ler of Erie Railroad Company, Cleveland, 
Chio, and now retired, who received the 
certificate of appreciation from the mem- 
bers of the Control; George W. Schwarz, 
chairman of the national Board of Direc- 
tors of Controllers Institute of America 
and vice president of Wyandotte Chemi- 
cals Corporation, Wyandotte, Michigan 
(Western Michigan Control) ; J. E. Heid- 
gen, national vice president, Region VI, 
and financial vice president, American 
Seating Company, Grand Rapids, Michi- 
gan (Western Michigan Control). 

Mr. Hill, an industrial engineering 
graduate of Yale, who has worked for 
over 15 years in the consulting field and 
is a director of several industrial compa- 
nies, spoke on the subject of ‘How a 
Company Grows.” 
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Midlwankee, Witcontin 

Frank Higgins, assistant secretary of 
the Army for logistics, research and de- 
velopment, told the members of the Mil- 
waukee Control of Controllers Institute 
that “the rapid growth of the Army’s 
business and industrial demands has neces- 
sitated the application of the business 
management techniques that have made 
our civilian economy the model and the 
envy of the world” and that “the Army 
has introduced a system of dollar account- 
ing for its inventories.’’ He stated that 
“this use of management tools in account- 
ing for the Army’s inventories is expected 


to bring about continued improvements in 
the Army’s financial management in the 
years ahead.”” Mr. Higgins was the prin- 
cipal speaker at the ‘‘presidents’ night” 
dinner held by the Control on April 11 
at the University Club. 


LEFT ABOVE 

Those shown at the head table were 
(left to right): T. D. Lyons, chairman of 
presidents’ night committee, and comp- 
troller, Allis-Chalmers Manufacturing 
Company, Milwaukee; James L. Peirce, 
vice president, Region VIII of Controllers 
Institute, and vice president and control- 
ler, A. B. Dick Company, Chicago; The 
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Honorable Frank H. Higgins, assistant 
secretary of the Army, guest speaker; Milo 
F. Snyder, president of the Milwaukee 
Control and vice president, Loewi & Com- 
pany, Milwaukee; C. R. Fay, president of 
Controllers Institute, and vice president 
and comptroller, Pittsburgh Plate Glass 
Company, Pittsburgh, Pa.; J. Victor 
Loewi, president of Loewi & Company, 
who was host at a reception before the 
dinner; and Joseph O. Mithus, vice presi- 
dent of the Milwaukee Control and assist- 
ant treasurer and controller, Webster Elec- 
tric Company, Racine, Wisconsin. 





Sy 


ss me Fase “ id 
Speaker Higgins and President Snyder 
chat during dinner at the head table. 


LEFT BELOW 


Minneapolis, Minn. 

Clyde E. Hegman (Cargill, Incorpo- 
rated), general chairman of the Midwest- 
ern Conference of Controllers Institute, to 
be held at Hotel Radisson in Minneapolis, 

+ June 5-7, meets with his committee chair- 
-men to discuss details for the event. 

In the front row (left to right) are: 
William H. Goranson (Theodore Hamm 
Brewing Company), Publicity and Inter- 
Control Attendance chairman; Gerald A. 
D. Smith (F. H. Peavey & Company), 
Arrangements and Housing chairman, 
Fred W. Manke (First National Bank of 
St. Paul), Committee secretary. 

In the back row (left to right) are: 
Paul H. Wernicke (Minneapolis-Honey- 
well Regulator Company), Entertainment, 
Reception and Ladies Program chairman; 
Floyd C. Ashley (Nash-Finch Company), 
vice chairman of the Conference; George 
J. Wachholz (Minnesota Mining & Mfg. 
Co.), Program and Speakers Hospitality 
chairman; Francis D. Scott (Red Owl 
Stores, Inc.), Registration and Finance 
chairman; and E. A. Johnston (Minnesota 
and Ontario Paper Co.), president of the 
Twin Cities Control which will act as 
host and sponsor of the Conference. 
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Elected to Accounting 
Hall of Fame at Ohio State 


Percival Flack Brundage, deputy direc- 
tor of the Bureau of the Budget, Wash- 
ington, D. C., 
and a past presi- 
dent of the 
American Insti- 
tute of Account- 
ants, 1948-49, 
was elected to 
the Ohio State 
University’s Ac- 
counting Hall of 
Fame on May 19 
at the 17th An- 
nual Institute on 
Accounting held 
in Columbus, Ohio. 

Mr. Brundage, who was a partner in 
the New York accounting firm of Price, 
Waterhouse and Co. prior to his appoint- 
ment to the Bureau of the Budget, is the 
16th man to be elected since the establish- 
ment of the Hall of Fame in 1950. Those 
elected in preceding years include: 

George Oliver May, Robert Heister 
Montgomery and William Andrew Paton, 
1950; 

Arthur Lowes Dickinson and Henry 
Rand Hatfield, 1951; 

Elijah Watt Sells and Victor Hermann 
Stempf, 1952; 

Arthur Edward Andersen (1885-1947), 
Thomas Coleman Andrews, Joseph Ed- 
mund Sterrett (1870-1934), and Charles 
Ezra Sprague (1842-1912), 1953; 

Carman George Blough, Samuel John 
Broad, Thomas Henry Sanders (1885- 
1953), and Hiram Thompson Scovill, 
1954, 


Members of Controllers Institute who 
participated in the two-day Institute were: 

Willard J. Graham, professor, Univer- 
sity of North Carolina, Chapel Hill, N. C., 
and president, American Accounting As- 
sociation, who spoke on “The Application 
of Declining-Amount Methods of Depre- 
ciation” at the opening session on May 
19; 

C.R. Fay, president of Controllers In- 
stitute and vice president and comptroller 
of Pittsburgh Plate Glass Company, Pitts- 
burgh, Pa., who was the speaker at the 
third session, at which George M. Feiel, 
comptroller, Republic Steel Corporation, 
Cleveland, Ohio, presided. Mr. Fay’s sub- 
ject was ‘‘Developing Accounting Policies 
among Executives.” 


Members who served on the 45-man 
Board of Nominations were: 

(Associate members) Thomas M. Dick- 
erson, Western Reserve University, Cleve- 
land, Ohio; James L. Dohr, Columbia 
University School of Business, New York; 
S. Paul Garner, University of Alabama, 
University, Ala.; Ralph C. Jones, Yale 
University, New Haven, Conn.; William 
J. Vatter, The University of Chicago, Chi- 
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cago, Ill.; William J. von Minden, Rut- 
gers University, Newark, N. J. 

David R. Anderson, controller, Niles- 
Bement-Pond Co., West Hartford, Conn. ; 
Ernest C. Breeding, comptroller, The 
Texas Co., Houston, Texas; James B. 
Fenner, vice president and comptroller, 
Electric Auto-Lite Co., Toledo, Ohio; 
I. Wayne Keller, controller, Armstrong 
Cork Company, Lancaster, Pa.; William 
B. McCloskey, vice president, W. R. 
Grace & Co., New York; J. R. Mulvey, as- 
sistant comptroller, Humble Oil & Re- 
fining Co., Houston, Texas; George W. 
Schwarz, vice president, Wyandotte Chem- 
icals Corporation, Wyandotte, Mich.; 
Daniel M. Sheehan, vice president and 
comptroller, Monsanto Chemical Com- 
pany, St. Louis, Mo.; and K. Y. Siddall, 
vice president and comptroller, The Proc- 
ter and Gamble Company, Cincinnati, 
Ohio. 


Bowman Named to Office of 


Statistical Standards 


Rowland R. Hughes, director of the 
Bureau of the Budget, announced the ap- 
pointment of Raymond T. Bowman, chair- 
man of the department of economics at 
the University of Pennsylvania, as assist- 
ant director of the Bureau in charge of the 
Office of Statistical Standards. 

Dr. Bowman will supervise the Bureau's 


work in coordinating and improving the 
statistical activities of federal agencies. 
Under his leadership the Office of Statis- 
tical Standards will assume an important 
role in developing programs to provide 
the data needed by the Executive branch, 
the Congress, business and the public. Dr. 
Bowman succeeds Dr. Stuart A. Rice, who 
has retired from government service. 

In addition to coordinating and im- 
proving government statistical services, the 
Office of Statistical Standards is charged 
with the Bureau’s responsibilities for elim- 
inating duplication, reducing the cost, and 
minimizing the burdens on the public of 
furnishing information to federal agen- 
cies. The Office also takes the leadership 
in developing uniform standards and clas- 
sifications for use by federal agencies, 
serves as the focal point for United States 
participation in the statistical activities of 
international organizations, and main- 
tains surveillance over the publication of 
statistical data from the standpoint of na- 
tional security. 
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SUBSTANTIAL SAVINGS 


Often Available in Firm’s Share of Group Plan 
Premiums 


Six Clients Who Saved 5.4% to 83% Annually 
From an Audit of Their Group Insurance 


e@ A careful check of the insurance companies’ rates, dividends 
(or experience refunds) and retentions should be made by the 


© Our thirty years experience in auditing and designing Em- 
ployee Insurance Benefits programs is available on a reasonable 
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BUSINESS BUDGETING AND CONTROL* 
By J. Brooks Heckert and James D. Willson 





Reviewed by ELY FRANCIS 
Assistant Controller 

Radio Corporation of America 
New York 


The second edition of ‘Business Budget- 
ing and Control” by J. Brooks Heckert and 
James D. Willson answers a continuing 
need for up-to-date information on the 
techniques of budgeting. The book con- 
tains several chapters on the general in- 
formation required by those charged with 
installing and supervising a budget pro- 
gram. The authors suggest that the budget 
director have an understanding of busi- 
ness conditions and be familiar with the 
industry in which his company is operat- 
ing. An intimate knowledge of the prod- 
ucts and problems of his company is essen- 
tial in order to develop an intelligent 
program. 

In reading this book it is important to 
keep in mind the authors’ distinction be- 
tween budgeting and forecasting. Budget- 
ing is defined as ‘a formalized plan of 
action” and forecasting as “‘a formal guess 
of the future.” 

THE PURPOSE OF A BUDGET is to assist 
management to plan a course of action 
which will result in desired sales and prof- 
its. It is imperative that the budget in- 
tegrate all parts of the company and not 
be confined to several isolated points of 
operation. The budget serves as a means 
of coordinating various levels of super- 


* Published by The Ronald Press Company, 
15 East 26th Street, New York 10, N. Y. $6.75. 


vision and as a means of communicating 
future policies. 

A BupGeT MANUAL should be pre- 
pared before embarking on the installa- 
tion of a budget system. It should clearly 
outline the procedures to be followed in 
order that misunderstanding is avoided 
and uniformity in both budget prepara- 
tion and reporting is obtained. 

The manual should provide for report- 
ing comparisons between the budget and 
actual performance. These reports must be 
simple, clear, concise and standardized to 
insure ready acceptance and understand- 
ing. A technically proper budget can col- 
lapse if budget reporting is mishandled. 

THERE ARE THREE PRINCIPAL TYPES 
OF BuDGETS. The first and most fre- 
quently used is the flexible budget in 
which alterations in sales and production 
goals or performance are reflected in other 
budgets. This provides a practical ap- 
proach which considers the influence of 
changes in the outlook for the general 
economy, the industry and a particular 
business. The second type is the fixed 
budget in which there is no change in the 
standard of measurement although busi- 
ness conditions may change. This form of 
budgeting makes it difficult to obtain co- 
operation at the various management lev- 
els because the individual is judged on the 
basis of estimates prepared under uncer- 
tain conditions. The third is the appropri- 
ation budget which is little used in busi- 
ness and is most common to government 
agencies. 

SUCCESS OF THE BUDGET PROGRAM is 
assured only if there are well established 
lines of authority and responsibility, an 
adequate accounting system and top man- 
agement support. It is important that 
budgets be established on the basis of pre- 
determined goals and not past perform- 
ance alone. Budgets should be prepared by 
all responsible levels of management, with 
approval at successively higher levels. The 
people who are to be held responsible for 
carrying out the budget should be given 
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the responsibility for preparing it. The 
controller is usually designated to estab. 
lish the budget procedure and to accumu. 
late the forecasts. However, he should not 
have the responsibility for preparing esti. 
mates of any activities other than his own, 

THE PERIOD OF THE BUDGET depends 
upon the reliability of information. Short. 
term budgets are usually the most reliable 
and are prepared by months, for a year in 
advance. Forecasts beyond one year are 
normally prepared by quarters. Budgets 
prepared for the current year may be te. 
viewed on a monthly basis, at least with 
respect to sales and profits, in order that 
top management is kept abreast of current 
thinking. However, it is recommended 
that the master budget be prepared annu- 
ally, semiannually, or quarterly, depend- 
ing on company policy, and be used for 
comparison with actual results. 

THE MASTER BUDGET consists of a 
profit-and-loss statement, a balance sheet 
and a cash forecast, prepared by months 
for a year in advance. More detailed budg- 
ets in support of these include sales budg- 
ets by products, production, materials and 
inventory, purchases, labor, manufacturing 
expense, cost of goods sold, general ad- 
ministrative expense, selling expense, ad- 
vertising, research and development, other 
income and expense, and capital asset 
budgets. 

THE SALES BupncET Is Basic. It should 
reflect realistic costs and conditions in 
various sales areas, giving proper consid- 
eration to competition, desired product 
quality, cost of distribution, seasonal fac- 
tors, etc. 

Sales budgets should be prepared on 
both a unit and dollar basis by several in- 
dependent groups within the company, 
specifically the sales department at head- 
quarters, sales managers and salesmen in 
the field, and the merchandising division. 
These budgets, in addition to establishing 
goals for the sales and merchandising de- 
partments and regulating the production 
budget, should provide a critical analysis 
of product profitability and pricing policy. 

A comprehensive sales budget is also 
essential to a practical, detailed advertis- 
ing and promotion budget which should 
be designed to carry out the sales goals. 

THE PRODUCTION BUDGET is second 
in importance only to the sales budget and 
is dependent upon it. The production 
budget has a direct bearing on purchasing, 
manufacturing schedules, inventories, cap- 
ital expenditures, labor and manufactur- 
ing overhead. Great accuracy is required 
in order to avoid lay-offs, idle capacity, 
inadequate facilities, etc. 

LaBoR is the most important single ele- 
ment in any budget since it is usually the 
largest item of expense and because it has 
many social implications in the commu- 
nity. Careful planning is required to pre- 
vent frequent lay-offs, costly turnover and 
to provide an accurate estimate of product 
costs. It is advisable to coordinate hourly 
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budgets with contemplated union agree- 
ments and to prepare salary budgets on an 
individual employe basis. 

ADMINISTRATIVE BUDGETs should be 
prepared by departments and should re- 
flect a detailed plan for salary increases 
by individuals and a segregation of ex- 
pense items into natural account classi- 
fications. 

THE PLANT AND EQUIPMENT BUDGET 
should be based on a complete review of 
the major assets and give consideration to 
current maintenance costs, obsolescence, 
plans for modernization, cost reduction 
and expansion. Major expenditures should 
consider proper timing and should pro- 
vide for a means of controlling appropri- 
ations against the budget. It is often the 
budget director’s responsibility to report 
on appropriation requests that are over 
budget or that have not been budgeted. 

CasH BupGeETs are frequently omitted 
or prepared on a sketchy basis. Where 
they are used, it is generally found that 
best results can be obtained by listing all 
cash items by amount and approximate 
date of payment. In some instances, ad- 
justments of noncash items from the 
P & L and balance sheet form the cash 
budget. Some few companies prepare 
their cash budget on the basis of the work- 
ing capital differential. 

MANAGEMENT VIEWS BUDGETING as a 
means of bringing all the major segments 
of the company into their proper relation- 
ship. It gives management an opportunity 
to study the probable effect of several 
courses of action and leads to special anal- 
yses such as breakeven points and profita- 
bility by product, territories and custom- 
ers. It serves as the medium for judging 
the actual performance of responsible in- 
dividuals against predetermined and ap- 
proved objectives. 

IN CONCLUSION, I feel that the strong 
points of the book center around the very 
practical and clear manner in which it was 
written. It has a more elaborate and de- 
tailed explanation of a budget system than 
any one company would probably care to 
adopt, but it provides many worthwhile 
suggestions which should prove helpful 
to companies regardless of whether they 
are just starting a budget program, have 
had one in operation several years, or have 
been using budgets extensively for a long 
time. 

An especially attractive feature is the 
summary which concludes each chapter. 
This would be of considerable value to 
an executive who wishes to familiarize 
himself with the essentials of a budget 
ptogram but lacks the time required to 
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read the entire book. In addition, there is 
an excellent resume on the ‘Do's’ and 
“Don'ts” of budgeting. Illustrative and 
easily understood forms add a great deal 
to the descriptive material. 

My over-all impression is that it is one 
of the best books written on this subject 
and I am sure it will be of great assistance 
to those entering the budget field as well 
as to those charged with the responsibility 
for installing and supervising a budget 
program. 


CREDIT MANUAL OF 
COMMERCIAL LAWS* 


The 1955 edition of this manual is in- 
tended to provide a working guide for 
adjustment of policy to safeguard sales 
and profits against tax liability. Included 
is a detailed legal study of sound precau- 
tions to prevent delinquent accounts from 
developing into total loss and suggestions 
to credit management as to how to guard 
against fraudulent operation and how to 
proceed against a crooked bankrupt. 

The manual provides finger-tip infor- 
mation of legal principles, and federal 
and state statutes to help direct executive 
action on legal phases of operation, all 
the way from receiving the customer’s or- 
der to signing his payment check. 


* Published by the National Association of 
Credit Men, 229 Fourth Avenue, New York 3, 
N. Y. $10.00. 


DEPRECIATION* 


By Eugene L. Grant and 
Paul T. Norton, Jr. 


A comprehensive volume containing all 
the major changes in depreciation under 
the 1954 Revenue Code. The authors 
show how alternative types of deprecia- 
tion policy work out in actual practice and 
offer guidance to taxpayers in determining 
which of the methods now permissible is 
best suited for different classes of assets 
and in different business situations. The 
declining balance and sum-of-the-digits 
methods, as explained in numerous tables 
which appear, eliminate the need for de- 
preciation calculations and make it possi- 
ble to compute rapidly the results ob- 
tained from using various methods. 


* Published by the Ronald Press Co., 15 
East 26th Street, New York, N. Y. $7.50. 


OTHER BOOK ENTRIES 


FIRST CONFERENCE ON TRAINING PER- 
SONNEL FOR THE COMPUTING Ma- 
CHINE FIELD PROCEEDINGS. Edited by 
Arvid W. Jacobson, Wayne Universit) 
Press, Detroit, Michigan. $5.00. 

SPECIAL REPORT No. 2. REPORT FORMS 
AND PROCEDURES FOR SUCCESSFUL 
SALES ADMINISTRATION. American 
Management Association, 330 West 
42nd Street, New York, N. Y. $2.50. 
($1.75 to AMA members.) 
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It’s easy to see whether 
a paper is really 
PERMANENT. 


To find out the relative permanence of 
two papers, simply place an opaque 
patch on each and expose to 72 hours of 
intense, out-of-door sunshine. Then re- 
move the patches. The degree of fading 
is the degree of non-permanence 


The sun shows surely. Ic turns non- 
permanent papers yellow, highlights 
the make-believe. Fading is a certain 
sign of disintegration just as rust is in 
metal. 


Such comparisons are urged by the 
L. L. Brown Paper Company in connec- 
tion with its permanent papers. The 
recommendation goes further: 


Users are advised to select 
the least fading papers 
regardless of who makes them. 


This policy and comparative tests help 
to explain why L. L. Brown permanent 
record papers are used for more public 
records in more counties for more years 
than any other papers offered for perma- 
nent recording. 


It’s always safe to standardize on L. L. 
Brown permanent record paper. And it’s 
economical, too. For record papers, 
even the highest grade, add only negli- 
gibly — éf at all — to total accounting 
costs. 


Your regular supplier knows L. L. 
BROWN papers. It will pay you to have 
him help you select those best suited to 
your particular needs. L. L. BROWN 
PAPER COMPANY, Adams, Mass. 


L.L. BROWN 


LETTER & RECORD 


PAPERS ax 
































ql cone “SO MUCH extra value oH 
\ we FOR SO LITTLE extra cost” 3 
Since 1849 i 

293 



























294 


IGH CORPORATE TAXES have created a 
climate favoring industrial concentra- 
tion and discouraging business competi- 
tion, John Lintner and J. Keith Butters, 
Harvard University, say in a comprehen- 
sive study of the nature and extent of 
concentrated power in today’s economy. 
The study, “Business Concentration and 
Price Policy,” was released by the Na- 
tional Bureau of Economic Research. 
“The net effect of the tax structure has 
been to produce higher levels of concen- 
tration than would otherwise have ob- 
tained,” these experts say. By discouraging 
the growth of small, vigorous newcomers, 
the tax structure has tended to freeze what- 
ever market control existed in the hands 
of older larger firms. Other factors, how- 
ever, have operated. Despite a favorable 
tax climate, industrial concentration has 
not increased in the last 50 years, accord- 
ing to data cited by Lintner and Butters. 
The report, which presents the findings 
of 14 leading economists, also examines 
other forces that have determined the ex- 
tent of concentration. The corporate in- 
come tax, Lintner and Butters say, “has 
restricted the growth of successful small 
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companies much more severely than that 
of larger concerns.” For small companies, 
the high tax rate has limited the “‘avail- 
ability of outside capital as well as inter- 
nally financed growth, although the latter 


“The restrictive effect of the tax has 
been especially marked with respect to the 
growth of the more vigorous and promis- 
ing concerns with the best chance of ef- 
fectively chalienging the established posi- 
tions of their dominant competitors.” 

Industrial concentration has not 
creased over the last 20 years in industries 
where firms reach the top of the size scale, 
says George Stigler, Professor of Econom- 
ics at Columbia University and a member 
of the National Bureau’s research staff. In 
industries where there are no large firms 
there has been a marked decline in con- 
centration since 1935—that is, a larger 
number of firms are supplying the bulk of 
the market and competition has increased. 

A big firm need not have a monopoly 
position in any given product or market 
to be able to restrict competition, says 
Corwin D. Edwards, University of Vir- 
ginia. Sheer size, based on a conglomerate 










line of products, may give a firm many 
market advantages over its rivals. Among 
these Dr. Edwards lists: 


1. The ability to spend money or take 
losses at any selected point at which the 
big firm encounters a small rival ; 

2. Ability to control distributors, cus- 
tomers, and sources of supply by tie-in 
sales and exclusive dealing arrangements; 
and 

3. Opportunities to strengthen its posi- 
tion through exchange of favors with 
other large enterprises. 


“By virtue of its size,” Dr. Edwards 
says, ‘the large concern also has substan- 
tial advantages in activities that lie out- 
side the processes of production and sale. 
These fe iden are particularly evident 
in litigation, politics, public relations, and 
finance.” 

War and postwar mergers did not in- 
crease industrial concentration, according 
to Jesse W. Markham, Princeton Univer- 
sity. Compared with earlier merger move- 
ments, Markham says, “the 1940-47 
movement was exceedingly small.” Less 
than one per cent of the total manufac- 
turing firms disappeared as a result of 
merger from 1940 to 1947, Markham 
finds. For all industry, less than one-tenth 
of one per cent of the firms disappeared 
through merger. Only in the petroleum 
and coal products industries was the num- 
ber of firms absorbed by merger signif- 
icantly high—17 per cent in the 1940-47 
period. 

Merger cycles have not, as many be- 
lieve, been timed closely with business 
cycles. In a detailed account of the com- 
bination movement of 1887-1904—the 
period when the pattern of concentration 
characteristic of twentieth-century Ameri- 
can business was formed—Dr. Markham 
says that many of these mergers ‘‘stemmed 
largely from a wave of frenzied specula- 
tion in asset values.” In the opening 
years of the period, average stock prices 
doubled. ‘The new and lucrative market 
gave rise to a new type of entrepreneur— 
the producer of mergers. . . . The high 
jaca of failure among early mergers 
attests to their general speculative char- 
acter.” 

In the combination movement of the 
twenties, Markham says, merger activity 
was highest in the food, metals, and chem- 
ical industries. The net effect on competi 
tion of this wave of activity was much 
less clear than that of the large horizontal 
combinations at the close of the nineteenth 
century. 

Concentration may in some cases actu- 
ally increase competition, according to 
John Perry Miller, Yale University. A 
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high concentration ratio, Dr. Miller says, 
may be the result of “aggressive policies 
of innovation, market development, and 
cost reduction as in the aluminum indus- 
try.” He points out that “'this industry 
was from the beginning highly concen- 
trated. Yet the net impact of Alcoa was to 
increase competition by increasing the 
number of alternatives available to metal 
fabricators and consumers.” 

Various forms of price discrimination 
are practiced by sellers, Fritz Machlup, 
Johns Hopkins University, says, but not all 
of them injure competition and aid mo- 
nopoly. Some are healthy practices which 
invigorate competition. 

One that aids competition is what Dr. 
Machlup calls the ‘‘forget-the-cost-differ- 
ence” type of discrimination. For example, 
if a manufacturer of a nationally adver- 
tised article decides to sell it at the same 
rice all over the country, he absorbs the 
Freight differences and thus discriminates 
against the buyers near his plant. 

Discounts for quantity orders are a 
common form of price discrimination, 
whose effects on competition vary. It is 
dificult to legislate against only those 
quantity discounts that really injure com- 
petition. “The danger is great that legal 
prohibitions are too extensively interpreted 
and by discouraging competitive discrim- 
ination may reduce competition more se- 
tiously than it would be reduced by any of 
the practices designed to get rid of weak 
customers and weak competitors.” 


AMA Summer 
Workshop Seminars 


The AMA Workshop Seminar program 
will be continued through the summer 
months at Colgate University, Hamilton, 
N. Y. Topics to be covered include fi- 
nance, general management, manufactur- 
ing, marketing and personnel. Each work- 
shop seminar group will meet for three 
full days, spending the entire time in mu- 
tual discussion of a single major area of 
management thought and practice. Infor- 
mation and registration blanks may be ob- 
tained from AMA, 300 West 43rd Street, 
New York 36, N. Y. 


Unions and Mechanization 


The IUE (CIO) is using the impact of 
mechanization in its battle for a guaran- 
teed annual wage. According to officials of 
the Electrical Workers, increased mechani- 
zation was at least partly responsible for 
idling 22,000 General Electric workers 
last year. Union officials, while insisting 
that they are not opposed to technological 
advances, say they want mechanization 
planned so that the effects will be as pain- 
less as possible to labor. The G.E. stand 
is that the 1954 layoff total was way under 
the union estimate and that the chief factor 
was cut-backs in military orders rather 
than increased mechanization. 
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MUST READING FOR EXECUTIVES 
Just Published! 





MANAGEMENT PLANNING AND CONTROL 
An Annotated Bibliography 


The most complete and up-to-date annotated listing of literature on 
planning and control, methods of implementation, pitfalls to be avoided, 
and case histories. This study, exhaustive in coverage and complete in 
annotation, will lead the executive directly to the material he needs and 
save hours of time-consuming search. 


More than 700 entries are annotated under seven major topical classes, 
such as budgeting and control, forecasting and related research and 
analysis, etc. All entries are also classified by type of publication. For 
example, magazine articles, pamphlets, books, etc. Each entry is coded 
and cross-indexed. 


$6.50 


178 PAGES 


($5.00 to members of Controllers Institute of America) 





PROVIDING FACTS AND FIGURES 
FOR COLLECTIVE BARGAINING 


It gives the basic and unchanging points on: 


Who should be the company negotiator 
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in manufacturing rise in direct proportion 
with total production value; the ratio 
between the two tends to be a near-con- 
stant. Labor doesn’t ‘make money out of 
management.’ Nor does management 
‘make money out of labor.’ They both 
make money with each other. 
“Controllers are in a beautiful position 
to disclose these two truths, and thereby 


to bring about an improved understanding 
of the business facts of life. Given that, 
we can easily improve the teamwork and 
cooperation of management and labor.” 


J. HARVEY PERRY: 

Reporting on “Tax Trends in Canada 
and the United States,’ J. Harvey Perry, 
a director, Canadian Tax Foundation, de- 
scribed the Canadian method of allowing 
for “capital costs’ in place of the tradi- 
tional scheme of depreciation allowances. 
“The philosophical implications of this 





FOUNDATION TRUSTEES MEET. The trustees of 
Controllership Foundation, research arm of Con- 
trollers Institute, who met during the course of the 
Conference, are pictured in the act of discussing 
a report. Beginning left side of the table (left to 
right) are: Norman E. Kendrick, comptroller, Do- 
minion Textile Co., Ltd., Montreal; R. W. Sandburg, 
executive controller, Power Equipment Company, 
Galion, Ohio (national director, Region VII); 
Herbert F. Klingman, research director, Controller- 
ship Foundation; Harold A. Ketchum, vice president 
and controller, Fasco Industries, Inc., Rochester, 
N. Y., and vice president, Controllership Founda- 
tion; Ralph H. Smith, controller, the Cleveland 
Electric Illuminating Co., Cleveland, Ohio; and 
Charles H. Yardley, vice president, Penn Mutual 
Life Insurance Co., Philadelphia, Pa. (national vice 
president, Region III). 


Right side of table (right to left) are: James H. 
Eteson, controller, State Mutual Life Assurance Co., 
Worcester, Mass.; Dudley E. Browne, comptroller, 
Lockheed Aircraft Corp., Burbank, Cal.; Arthur L. 


Boschen, vice president and comptroller, Vick 
Chemical Company, New York; J. McCall Hughes, 
vice president and controller, Mutual of New York, 
New York, and also president of Controllership 
Foundation; Paul Haase, secretary and administra- 
tive director, Controllership Foundation, and man- 
aging director, Controllers Institute; Mrs. Betty 
Lawrence, secretary to Mr. Haase; Thomas J. Tobin, 
controller, Fingulin & Reese, Inc., Cleveland, Ohio, 
and vice president of Controllership Foundation; 
and James L. Peirce, vice president and controller, 
A. B. Dick Company, Chicago, Ill. (national vice 
president, Region VIII). 
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new system,” Mr. Perry declared, “jp. 
volved almost completely discarding the 
‘wear and tear’ basis of depreciation of 
physical assets and adopting in its place 
the principle that certain expenditures are 
too large to write off in one year and are 
therefore spread over some reasonable pe. 
riod of time in order to avoid undue dis. 
tortion of the income statement. 

“In practice, the capital cost allowance 
system has meant three main changes: (1) 
the approximate doubling of the rates of 
write-off, with these higher rates applying 
on a diminishing-balance rather than 4 
straight-line basis; (2) the grouping of 
assets into a dozen or so main classes, with 
the rate of write-off applying to the bal- 
ance remaining in each class at the end of 
the year after adding new acquisitions 
and deducting recoveries from the sale of 
old, and (3) a system for recapture of 
write-offs in the event of a sale of a whole 
class of assets at a price in excess of 
written-down value. In no case where te- 
coveries enter the calculation is there any 
recapture in excess of original cost. In 
short, capital gains are not included in the 
recovery. 

“The scheme came into effect in 1949, 
and has been the source of contention 
among accountants until last year. The 
irritation arose not so much with the 
scheme itself but with the requirement 
that capital cost allowances taken for in- 
come tax purposes be the same as those 
taken on the books of the company. Since 
many accountants felt the capital cost rates 
were unreal, they disliked being tied to 
them for all purposes, but this restriction 
was removed last year and now everyone 
seems reasonably satisfied.” 


THE HONORABLE WALTER E. HARRIS: 

Considerations which led to reduction 
of the income taxes in Canada this year 
were outlined by the Minister of Finance, 
the Hon. Walter E. Harris, Q. C. “The 
demand for consumer, goods of most kinds 
is continuing to grow,” he said. “The 
basic resource industries—pulp and paper, 
lumber products, metal mining and chem- 
icals, are especially active. The prospects 
for new capital investment, including 
housing, and for exports, all look good. 
The growth of capital investments and 
exports has exercised a stimulating effect 
on our economy in the last ten years, and 
it is my belief that the increase we shall 
see in 1955 will more than cancel out the 
effects of the small declines in 1954. 

“This is the broad picture as I saw tt 
when planning the budget. Barring un- 
foreseen events, I estimated that 1955 
would see a national output of about $25 
billion. I have always felt that taxes on 
personal and corporate incomes are high. 
They should be reduced whenever they 
can be reduced consistent with the prit- 
ciple of a balanced budget. When these 
kinds of tax are high we run the risk that 
they will diminish the initiative and entet- 


THE CONTROLLER * JUNE, 1959 


X.UM 





prise 
and 


kind 
sume 
amol 
there 
alrea 
cidec 
ducti 
a ba 
hi gh 


tiona 


econo: 
in life 
ing th 
timize 
minds 
althou 
avoid 
out sl 
pend 

work, 
a 
or pu 
i. 
which 
of ba: 
plenty 
Little 


“in- 
y the 
n of 
Place 
S are 
1 are 
eC pe- 
» dis- 


ance 
(1) 
2s of 
lying 
an a 
g of 
with 
bal- 
id of 
tions 
le of 
e of 
hole 
s of 
e fe- 
any 
et 
1 the 


949, 
tion 
The 

the 
nent 
t in- 
hose 
ince 
rates 
d to 
tion 
yone 


RIS: 
tion 
year 
nce, 
The 
inds 
The 
per, 
1em- 
ects 
ding 
ood. 
and 
ffect 
and 
shall 
- the 


w it 
un- 
955 
$25 

; on 

igh. 

they 
yrin- 
hese 
that 
itef- 


1955 





XUM 


prise on which we all depend for a healthy 
and expanding economy. 

“T also knew that a reduction in certain 
kinds of tax would help increase con- 
sumer spending and encourage a larger 
amount of investment and enterprise, and 
thereby reinforce the expansion that is 
already going on. Consequently, I de- 
cided to recommend to Parliament tax re- 
ductions which would still leave me with 
a balanced budget when this expected 
higher level of national product and na- 
tional incomes is reached.” 


DR. G. P. GILMOUR: 


Dr. G. P. Gilmour, president, McMas- 
ter University, Hamilton, spoke at the 
opening session about the problems con- 
fronting South Africa, which he used as 
an example of the obstacles which coun- 
tries like Canada and the United States 
must overcome in their efforts to broaden 
the benefits of democracy. “There is more 
to put together than figures and graphs,” 
he reminded his audience. ‘““We have to 
deal with the sum of all human concerns. 
We are by no means sure that we can add 
up that sum and get the right answer. Cer- 
tainly there is none in the back of the 
book. 

“It will have to be worked out some- 
where between two obviously wrong an- 
swers: the answer of bankruptcy, which 
is despair, and the answer of exploitation, 
which is injustice. The first is repugnant 
to our brains, the second to our conscience, 
and we are not oversupplied with either. 
We can all agree that the avoidance of 
bankruptcy is our duty as industrialists, 
and the avoidance of exploitation our duty 
as men. The fear of these two is abroad 
amongst us, the first at the top, the second 
at the bottom of society. The first appeals 
for our right thinking, the second for our 
tight motives. 

“The world is full of protests against 
teal or supposed exploitation. No confer- 
ence of nations can be called without res- 
olutions being proffered condemning co- 
lonialism and deploring exploitation, 
whether or not people realize that they 
might have been bankrupt or enslaved had 
not someone come along to organize the 
economy as well as it is. No showdown 
in life can come without the feeling aris- 
ing that someone is being deliberately vic- 
timized. The Welfare State is, in the 
minds of many, a hopeful answer to this, 
although it is not yet clear that we can 
avoid all that passes for exploitation with- 
out slipping into bankruptcy. It will de- 
pend on our capacity and willingness to 
work. 

“We have a hopeful society, a tradition 
of public honesty, a capacity for effort. 
But we find ourselves part of a world in 
which millions of men face the problems 
of bankruptcy and exploitation without 
plenty and with little tradition of liberty. 
Little wonder that men are in explosive 


(Continued on page 298) 





CANADIAN MEMBERS OF CONTROLLERS INSTI- 
TUTE. (Left to right) front row: E. P. McGavin, 
president, Hamilton Control; The Hon. Walter E. 
Harris, Minister of Finance; V. W. T. Scully, direc- 
tor, Hamilton Control. (Left to right) back row: 


J. F. Kidner, president, Toronto Control; T. C. 
Davis, president, Montreal Control; Alexander 
Campbell, Vancouver, B. C., national director, Re- 
gion X of Controllers Institute; Malcolm S. Suther- 
land, general chairman of the Eastern Conference. 





THE HONORABLE WALTER E. HARRIS, Minister of 
Finance Ottawa, Ont. (center seated) poses with 
C. R. Fay (left), president of Controllers Institute 
and vice president and comptroller, Pittsburgh 
Plate Glass Co., Pittsburgh, Pa., and George W. 
Schwarz, chairman of the Board of Controllers In- 
stitute and vice president, Wyandotte Chemicals 
Corporation, Wyandotte, Mich. (right). Standing 


THE CONTROLLER.............. 


are (left to right): J. McCall Hughes, vice president 
and controller, Mutual of New York, and president 
of Controllership Foundation; Edmund L. Grimes, 
president, Commercial Credit Co., Baltimore, Md., 
and director at large of Controllers Institute; Paul 
Haase, managing director of Controllers Institute; 
Dr. G. P. Gilmour, president, McMaster University, 
Hamilton, Ont. (speaker). 
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mood here and there. We must judge 
them with charity and prepare to help, not 
only through the Colombo Plan and the 
UN, but by every means we can devise. 
The fear of poverty and a hatred of ex- 
ploitation make men sensitive. The least 
we can do is understand their difficulties.” 


HUGH MACLENNAN: 

The improving relations between Can- 
ada and the United States were praised by 
the speaker at the closing luncheon— 
Hugh MacLennan of McGill University, 
Montreal, who is author of ‘Barometer 
Rising,” “Two Solitudes,” and other 
novels. He chided his countrymen for the 


public relations emphasis on raw materials 
rather than on the people themselves. ‘‘In 
recent years,” he said, ‘Americans have 
become somewhat more interested in Can- 
ada than they used to be, but we ourselves 
seem to turn their attention deliberately 
away from ourselves and in the direction 
of salmon and moose and uranium and 
wood pulp and iron ore. To some extent, 
it is our own fault if Canada is thought of 
in the United States as a large, cold coun- 
try full of raw materials, fish and game 
and holiday resorts, all of them presided 
over by red-coated Mounted Policemen. 
“Deep below the surface, the national 
psychology of Canada is very different 
from that of the United States. A good 
many misunderstandings could be avoided 
if this difference were understood and ac- 
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cepted. The United States is the child of 
successful revolution—a revolution which 
deliberately cut ties with her mother coun. 
try. The United States has never lost a 
war, and only the — who live in what 
used to be the Confederacy know in their 
bones and racial memories what it is like 
to be defeated. Canada, on the other hand, 
is the child not of one defeat but of three 
separate ones. She became a_ nation 
through the fusion of three defeated eth. 
nic groups which originally had been ene. 
mies and spoke different languages—the 
United Empire Loyalists who were as pure 
Yankee as the ones who stayed behind in 
New England and New York; the High- 
land Scotch, who were driven out of their 
glens and fishing ports after the defeat of 
Charles Edward Stuart at Culloden, and 
the French of Quebec, who lost their 
dream of an American empire on the 
Plains of Abraham. 

“Those early adversities have given to 
our better statesmen a point of view which 
seems, in a quiet way, more optimistic 
than the one we find south of the border. 
Our own history has taught us what pa- 
tience and compromise can do. 

“As we read the American press we 
sometimes get the impression that many 
American politicians and newspapers be- 
lieve that time is on the side of the enemy. 
In Canada most of us are sure that time is 
on the side of the United States, that so 
long as the West remains too strong to be 
overcome in a quick war, time will be 
bound fo work in our favor, because in the 
long run it always works in favor of 
truth.”’ 


HIGHLIGHTS: 

A high spot of the luncheon at which 
Mr. MacLennan spoke was the presenta- 
tion of a gavel to the first president of the 
new Long Island Control of Controllers 
Institute—David Devine, vice president- 
finance, American Bosch Arma Corp., 
Garden City, N. Y. The gold-bound 
gavel, engraved with the two wild ducks 
which were emblematic of the Conference, 
was handed to Mr. Devine by Alexander 
Campbell, who is national director from 
Region X and comptroller and treasurer, 
Western Canada Breweries Limited, Van- 
couver, B. C. 

Divertissement at the buffet supper 
dance was afforded by the pipe band of 
the 48th Highlanders of Canada, compris- 
ing six pipers and three drummers, who 
drilled and played before food was served. 

Malcolm S. Sutherland, secretary-treas- 
urer, Burlington Steel Company Limited, 
Hamilton, Ont., was general chairman of 
the Conference, and called the gathering 
to order. National President C. R. Fay, 
vice president and comptroller, Pittsburgh 
Plate Glass Co., Pittsburgh, Pa., presided 
at the first day's luncheon; Board Chait- 
man George W. Schwarz, vice president, 
Wyandotte Chemicals Corporation, Wy- 
andotte, Mich., at the final luncheon on 
Tuesday. 
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Conference Board Analyzes Jurisdictions 
of Unions in New AFL-CIO Federation 


Sixty-seven per cent of the membership 
of the new labor federation being formed 
by the AFL-CIO merger belongs to unions 
that are either industrially organized or 
to unions that combine craft and industrial 
unionism, according to an analysis com- 
pleted by the National Industrial Confer- 
ence Board. The remaining 33 per cent of 
the new federation’s membership belongs 
to unions which are strictly craft organ- 
izations. The Conference Board’s analysis 
covers the declarations of jurisdictions in 
the constitutions of every union presently 
afiliated with the AFL and CIO—123 
AFL and 30 CIO unions—and therefore 
includes the entire 16,026,880 claimed 
membership of the unions in the new fed- 
eration. 

NICB’s analysis of the constitutions of 
the unions that will probably be members 
of the new federation shows the follow- 
ing: 

Of the 153 AFL and CIO unions, 93 
are organized on a craft basis. These un- 
ions have a claimed membership of 
5,249,976 or 32.8% of the federation’s 
membership. 

Forty-eight of the unions are organized 
on a strictly industrial basis and claim 
4,166,993 members, or 26.0% of the 
federation’s membership. 

Four unions, with a claimed member- 
ship of 4,293,117 (26.8%), have decla- 
tations of jurisdiction in their constitu- 
tions that, for practical purposes, can be 
considered unrestricted. That is, these 
unions may accept members from many 
industries, crafts or trades. 

Eight unions, with a claimed member- 
ship of 2,316,794 (14.5%), are basically 
craft unions, but their constitutions have 
been revised so that they may organize 
large groups of unskilled production 
workers on an industrial basis, and they 
have frequently followed this practice. 

Of the 93 craft unions in the new fed- 
eration, 88 are from the AFL and five 
from the CIO. (Craft unions may be de- 
fined as unions which accept only workers 
ina particular craft, or related crafts, as 
members.) The five ClO craft unions have 
a total claimed membership of 48,350—a 
negligible part of the membership of the 
new federation. 

The AFL craft unions, on the other 
hand, claim 5,201,626 members (32.5%) 
and will constitute the nucleus of craft 
umionism in the merged organization. A 
few of the AFL craft unions are very 
large; however, most of them have either 
5,000 to 10,000 members or are very 
small. Furthermore, many of these smaller 
unions do not regularly engage in active 
organizing drives since they are well es- 
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tablished in their own particular, limited 
fields. 

According to the Conference Board 
analysis, the AFL comes into the merger 
with 26 of its unions industrially organ- 
ized (1,794,879 claimed membership). 


COSTLY RE-DRAFTING OF 
ORGANIZATION CHARTS 


STO 


The CIO has 22 unions organized on | THE 

a strictly industrial basis (2,372,114 | COFFIELD 
claimed members). The Board notes that EVERLASTING 
industrial unions usually declare in their | 

constitutions that they will take in “‘all 

workers” in a given industry. eee ak 





Eight AFL unions, with a claimed mem- | 
bership of 2,316,794 (14.5%), combine 
both craft and industrial unionism—Boil- 
ermakers and Blacksmiths, Bookbinders, | 
Electrical Workers, Machinists, Meat Cut- | 
ters, Molders and Foundry Workers, Re- 
tail Clerks, and Upholsterers. The Board 
notes that these were originally craft 
unions, but as industry grew and mass pro- 
duction became more common, many of 
these unions amended their constitutions | 
so that large groups of unskilled workers | 
could be admitted. 

Four unions in the new federation, with | 
a total claimed membership of over 4 mil- 
lion, have declarations oll jsieduction in 
their constitutions that are so broad and | 
so flexible that in practice they amount | 
to unrestricted jurisdictions. Three of 
these organizations—Automobile Work- 
ers, Steelworkers, and Clothing Workers 
—are CIO unions and are basically indus- 
trial. The fourth is the AFL’s Brother- | 
hood of Teamsters, which is predomi- | 
nantly a craft union. 
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Installment Credit’s Place in the 


Economy (Continued from page 279) 


moving times, in some cases charging no 
interest, enabling their plants to continue 
full production and employment at sea- 
sons when they formerly shut down. Then 
when the seasonal rush comes there are 
sufficient stocks and there is an even flow 
of production, distribution, sales, and em- 
ployment. This is well illustrated by such 
lines as air-conditioning and refrigeration. 


GROWTH ON CREDIT 

There was a time when automobiles 
were seasonal, too, before the introduction 
of the closed body, heaters, battery sys- 
tems, etc. The early cars. had loose cur- 


tains which snapped on in event of rain. 
They were started by hand cranks. Such 
cars were put away for the winter and 
were not practical in cold weather. They 
were bought for cash and sales were very 
limited and prices high. 

Then came the self-starter, battery ig- 
nition systems, and the closed bodies with 
glass. The automobile became a year- 
round vehicle and people were willing to 
pay monthly payments around the calen- 
dar. That is when consumer credit began 
to expand for if the young automobile 
business was to grow, people would have 
to buy them. And, as credit was made 
available you remember what happened ; 
auto production grew, the daily wage for 
labor began to reach figures never heard 
of before, better roads became necessary 
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put up with the high cost of slow 
manual methods to get the facts 
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While electro-mechanical in- 
stallations may not be feasible for 
your company, there is a practical 
and economical way to take ad- 
vantage of today’s push-button 
techniques and avoid costly, time- 
consuming manual operations. 

Through sTATISTICAL, you can 
give your company the benefits 





of automatic methods—whether 
your operation is large or small. 
STATISTICAL has the latest electro- 
mechanical equipment plus the 
experience to do the job for you 
quickly, accurately and more 
economically than your office 
staff can do it. 

There’s no time like today 
to prove this for yourself. Our 
methods engineers will be glad to 
discuss your needs in confidence 
at your convenience. 
Just phone our nearest 
office. 
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to run on, and all sorts of gadgets began 
to appear like automatic windshield wip- 
ers, cigarette lighters, ash trays, radios; 
and now air-conditioning. The great motel 
business made its appearance, drive-in res- 
taurants and theatres; and people began 
to move further out of cities where they 
bought houses on long terms on the in- 
stallment plan, equipped them with all 
sorts of automatic gadgets, television, ra- 
dio, insulated them; bought home work. 
shops on time so they could do things 
themselves—but why go on? You know 
the story. 





THE AMERICAN WAY OF LIVING 


If you have never bought anything on 
time you are quite unusual. There are stil] 
some who feel that it is best to be deprived 
of the use of something they need or want 
while they ‘save up’ for it. But the great 


| majority of our people get the article and 





pay for it while they enjoy it. 

The percentage who do not pay is very 
small. A few are troublesome. But the 
average American is honest, wants to have 
the latest gadget from a “Hi-Fy”’ recorder 
to an outlandishly colored automobile, and 
is happy to pay for them. These things 
have tremendous appeal, and make life 
much sweeter. They also keep the wheels 
of commerce going; keep jobs and make 
more jobs at constantly higher rates of pay. 

American business and American bank- 
ing have been smart enough to grow to 
their present dominant places, and it is my 
opinion that they will be able to steer 
credit along sound lines, avoiding the pit- 
falls of the past, which have been well 


marked, and going ahead together to help 


make a greater nation and happier people. 





ACCOUNTANTS 


Foreign Employment 


Graduate Accountants with min- 
imum 2 years’ Accounting or Of- 
fice Management experience. 


Must be capable of reading, 
speaking and writing ARABIC. 


Write giving full particulars re- 
garding personal history and 
work experience. Please include 
telephone number. 


Recruiting Supervisor, Box 19 


ARABIAN AMERICAN 
OIL COMPANY 


505 Park Avenue 
New York 22, New York 
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Idea Men Needed 


A good staff in a company’s “labora- 
tory of new ideas” is increasingly im- 

ortant today, because any business at- 
tempting to handle its affairs as it did 
20 years ago, will soon be left by the 
wayside in the constantly changing 
physical and material part of the opera- 
tion, says Henry H. Heimann, executive 
vice president of the National Associa- 
tion of Credit Men, in the April issue of 
Monthly Business Review. 

Developments in the business field 
demand a new alertness at the manage- 
ment level today, the analyst declares, 
noting for example the certain growth 
of the “Do It Yourself” or homework 
programs, a natural consequence of ris- 
ing costs. “Have you a product that fits 
into this program?” he asks. “The pro- 
gram offers a great opportunity to the 
tool, textile, home furnishings, con- 
struction and electrical industries, and 
to so many other industries that it is 
impossible to enumerate them all.” 

Another pointed question: “Has your 
policy in business been to be the first to 
try the untried, or, conversely, the last 
to lay the old aside?” In either event, 
he comments, a company may be ‘“‘pay- 
ing a needless penalty’: for impetuous- 
ness, “by rushing in before the value of 
the new is established” ; for dilatoriness, 
“by clinging to the old when it long 
since ceased to be in demand or com- 
petitive.” 

Mr. Heimann chides industries which 
failed to challenge the inroads of syn- 
thetics or substitutes and observes that 
the synthetic products in some instances 
do serve a useful purpose that the nat- 
ural products would not serve, but it is 
also a fact that the natural products 
possess certain qualities so generally ac- 
cepted through the years that some 
managements assumed everybody knew 
about their value. 

Declaring that “the production of 
new ideas in your line of industry is just 
as important as bringing out a new 
product,” for the product generally re- 
sults from the new idea, the economist 
points to the marked growth of post- 
gtaduate educational efforts among busi- 
ness personnel. The ‘‘working labora- 
tory of credit ideas at Stanford Univer- 
sity and Dartmouth College,” he notes, 
has its parallels in other professions, in 
the modern world’s “constant battle for 
new ideas, new products, new methods 
of marketing.” 

More is required of management to- 
day than the ales of attention upon 
internal problems, Mr. Heimann sums 
up. “The rewards of business will go to 
those scientifically alert companies that 
place a premium on new ideas and have 
the courage to put them into effect at 
once after giving them a thorough test.” 
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Independence in Control 


(Continued from page 269) 


directors, and his election to the stockhold- 
ers, nevertheless he has accepted a trustee- 
ship—a trusteeship which has been created 
voluntarily by those choosing him so to act 
as trustee. Now as he sits on the board, the 
interests of the customers of the company 
are his single interest. It is his duty to know 
what these interests are and to see to it that 
they are considered when matters affecting 
them are decided upon. Such a director-trus- 
tee should be chosen for his ability to make 
another’s case his own. The one limitation 
that should be observed is that there should 
be no conflict of interest in the individual 
director himself, for example, a stockholder 
should not be chosen as trustee for the in- 
terests of customers. 

“The director-trustee should have time to 
work on his job and to think about it. His 
duties would not require his full time, but 
they would involve more application of ef- 
fort than does the conventional directorship. 
Such a director should be properly compen- 
sated for the service he performs. 

“If the first director-trustee works out 
usefully, the next step would be a director- 
trustee for each of the other interests—all 
depending on the nature of the company and 
whether the groups are important enough in 
the particular case to warrant specialized 
consideration. In this way, three of the four 
parties at interest will have someone desig- 
nated to speak for them. Presumably the 
stockholders, the fourth party, will be the 
concern of the remaining directors. But to 
make sure that equally thoughtful attention 
will be given to all the stockholders, one di- 
rector should be explicitly charged with re- 
sponsibility for a// ownership interests and 
be paid for taking the time required in doing 
so. 

“The board of directors would then con- 
sist of four paid director-trustees, the chair- 
man and the president, and such other offi- 
cers and directors as the needs and traditions 
of the company dictated. Under such a di- 





recting board, the interests of the governed 
will be at least represented and the actions 
of the company’s administrative officers will 
take place in a frame of reference where the 
interests of all will have been heard. 

“The four director-trustees would sit, not 
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as ‘representatives’ of the interest for which 
they speak, but as designees of their fellow 
directors to give particular attention to their 
trustee assignments. Since in any case these 
four special directors would be interested, 
even from the standpoint of their special in- 
terest, in the growth and prosperity of the 
corporation, and would be individually and 
collectively only a minority of the board as 
a whole, it seems improbable that the di- 
visive interest thus deliberately built into the 
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board at a low level of power but at a high 
level of articulate responsibility would be 
harmful in any way to a clear-cut and effec. 
tive corporate program.” 


EVALUATION COMMITTEE 

A second method available to the cor. 
poration would carry this idea a bit fur. 
ther. The premise of an audit function 
in control would be explicitly recog. 
nized at the board level by the forma. 
tion of an evaluation committee. This 
committee would be nominated by the 
board and elected by the stockholders, 
and its members would carry full board 
status including voting rights. The com. 
mittee’s membership would be made up 
of individuals having no direct ties to 
any outside group—stockholders, em. 
ployes, vendors, etc.—and the sum of 
members on the committee would be a 
minority of the total board membership. 
To here, the situation approximates that 
of many boards today. 

However, this evaluation committee 
would have one important additional 
responsibility. Periodically (at least once 
a year), the committee would be re. 
quired to submit a corporate evaluation 
to the stockholders (and, in practical ef- 
fect, to the public). This report would 
be a separate entity from the regular 
yearly audit, and would not interfere in 
any way with the ability of the board to 
work with the auditing firm in prepar- 
ing the annual report. For corporations 
using outside directors, these directors 
often work closely with the auditors 
(either informally or as a formal audit 
committee) to obtain perspective for 
future board deliberations.” 

Rather, the evaluation report would 
go beyond the present financial concept 
of an audit by analyzing the period's op- 
erations in relation to the qualitative re- 
sults of internal management and the 
influence of the complex outside forces. 
The committee would hold no resiqual 
authority to overturn line board action; 
the stockholder would take such action 
if found necessary. Nevertheless, the 
presence of such an evaluation would 
tend to exert a bracing and invigorating 
influence on the board, while at the same 
time freeing the board from the task of 
being én toto its own judge. 

Regular board operation could con- 
tinue as at present; the majority of the 
board could more completely represent 
the stockholders, the minority (and 
members of the evaluation committee) 
could voice points of view toward 
broadening the perspective of the total 
board’s decisions. Yet always present 


2 Copeland and Towl have cited several e 
amples of this process in The Board of Directors 
and Business Management (Boston: Graduate 
School of Business Administration, Harvat 
University), 1947, pp. 78-94. 
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would be the need to consider the 
“check and balance” to be subsequently 
carried through by the evaluation com- 
mittee acting alone. 


THE EVALUATION REPORT 

What would be the composition of 
this evaluation report? Perhaps this is 
a premature question, for the answer 
would necessarily depend on the extent 
of the need for such an evaluation. As- 
suming at least a modest need, these 
points should be relevant: 

The evaluation committee should 
speak as a composite of Mr. Ruml’s four 
director-trustees—representing custom- 


ers, vendors, employes and stockholders | 


—plus a fifth, a public director-trustee. 
Each line decision of the board would 
then be considered in light of each of 
these five interests, and a composite 
evaluation made. 

The standards to be used by the com- 
mittee as bench marks against which to 
measure performance would be quite 
dificult to determine due to the broad 
context within which the committee 
would operate. Standards for top man- 
agement performance have always been 
difficult to set for this very reason. The 
Management Personnel Development 
Research Committee of the American 
Management Association has been 
working over a number of months to 
formulate a workable statement of such 


new nomination by the board and elec- 
tion by the stockholders. Problems of 
transition could be solved by staggering 
appointments for varying renewal pe- 
riods. 

Looking again at the total process of 
control within the corporation, there is 
a definite need for better understanding 
of the nature of conscience or the inde- 
pendent check on line decisions. At 
every level there is resistance and an- 
tagonism to isolating this function from 
the remainder of the line manager's re- 
sponsibilities. This is particularly true 
at the levels of the chief executive and 
board. Yet the need remains. 
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standards, and has submitted a tenta- | 


tive outline as a proposal for further 
discussion. Perhaps the use of this type 


of standard would adequately serve as a | 


point of departure for the evaluation 
committee’s work. If the concept of an 
evaluation committee as such is work- 
able, this question becomes the critical 
one in the actual implementation. 


SOLVING FUNDAMENTAL PROBLEMS 
Certain fundamental problems are 
immediately evident in this plan. The 
plan is strongly dependent on the choice 
of the individuals making up the evalu- 
ation committee. The ability of its mem- 
bers to make reasoned and sound judg- 
ments that protect equally the corpora- 
tion and the outside groups is crucial. 
These members would carry singular 
power, and an unsound choice might 
saddle the corporation with a millstone 
of potentially greater moment than that 
of a poor choice of a director alone. 
_ In turn, these members would be sub- 
ject to considerably greater internal and 
external pressures, personal and other- 
wise, than the regular board members. 
For these reasons, it would appear wise 
that the members of the evaluation com- 
mittee be given a fixed tenure, longer 
than that of the regular members of the 
board, but still terminating on a definite 
date and subject to renewal only by a 
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HERE'S HOW [c2i2to7natic HELPS A PUBLISHER 





Scrintomatic Can Help You, Too 
- « « to Mechanize Billing Control on Customers 


A Book-Club with several millions of 
customers is using the Scriptomatic 
system to prepare invoices and ad- 
dress promotional material. A Scripto- 
matic master card is prepared and 
punched to accommodate allinformation 
on club members. The Scriptomatic ad- 
dresses a duplicate punched card from 
the master which serves as an invoice 
and an address to carry the book to 
the customer. When invoice card is 
returned with payment it is very quickly 
sorted into the same file order as 
master record because it has been 
originally prepunched from the master. 
Receipt of payment information is re- 


Continuous Tab Card Form 


Carbon Backed 
Master Stock 








qimesstiith 


corded on the master by file clerk 
using a hand punch. Pilot holes in master 
insure accuracy of punched record. 


By combining a tabulating machine 
card with the Scriptomatic addressing 
medium you, too, can get the advan- 
tage of high speed selectivity of all 
types of statistical data, eliminate 
cross-files and second lists, and lower 
your costs for masters. Scriptomatic 
masters are prepared more rapidly 
with standard office equipment... and 
the Scriptomatic Addressing Machine 
gives you high speed addressing of a 
wide range of materials, including 
mailing tapes. 


_o— © Address Master— 
— = from which the Scriptomatic 
addresses a punched card. 
invoice—only when due. 

— — —® Record of payments 
— «= ——6© Member code 


= 
El. @ Date of entry and expiration 
ree | 























account xumber, date, 
order number, etc. 


After typing,complete tab card masters are die cut 
Standard Register Die Cutter. At same time a field 


of pilot holes is punched in the payment record area 
to facilitate use of hand punches at the file. 


Write for actual case studies and descriptive material. Discover now, 
at no obligation, if Scriptomatic can 
improve your specific procedures. 











SCRIPTOMATIC INC. 
318 North lth Street, Philadelphia 7, Pa. 
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State Tax Proposals 

Governors of 12 states have recom- 
mended no new taxes, while governors in 
29 states have recommended increases in 
present tax rates. Various taxes mentioned 
in budget messages include sales and use, 
income, motor fuel, motor vehicle taxes 
and fees, state property, business, inherit- 
ance, estate and gift, severance, alcoholic 
beverages, tobacco, pari-mutuel and utili- 
ties. 

Controllership Foundation’s study, 
“Apportionment and Allocation of Corpo- 
rate Net Income for State Taxes’ has a 
convenient tabulation of state apportion- 
ment factors and the allocations of specific 
items by states. The study also includes a 
general analysis of available facts about 
apportionment and allocation factors used 








~ CONTROLLERSHIP INFORMATION SERVICE 


oteA 


by states and it defines the apportionment 
or allocation factors as set forth by statute, 
administrative regulations and decisions 
as established in leading court cases. 

Copies are available from Controller- 
ship Foundation, One East Forty-Second 
Street, New York 17, N. Y. $1.50. ($1.00 
to members of Controllers Institute. ) 


Fringe Benefits 

Ford Motor Company paid its hourly 
workers $97 million in fringe benefits in 
1954. Per worker, this meant “‘extra pay 
checks” averaging 36¢ an hour or $736 
a year. Fringe benefits include unemploy- 
ment compensation, retirement plan, so- 
cial security contribution, medical and sur- 
gical protection, group insurance, and free 
life insurance for retired employes who 
meet certain requirements. 


PREVIEW OF A QUESTIONNAIRE SURVEY OF CONTROLLERSHIP 


Following standard practice with such surveys, Controllership 
Foundation has made a pilot-test editing, coding and tabulating 
run on a random sample of the 2092-plus Controllership ques- 
tionnaires returned to it. The small size of the sample precludes 
generalizing on the basis of it but this limited tabulation has 
produced some interesting data. Among other things, results of 
this pilot-run tabulation suggest that: 
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1. The predominant proportion of respondents are directly 


No 


and primarily responsible to the board of directors of their 
companies or to the company president or chairman of the 
board. 


. Thirty-nine per cent have been in their present positions 


less than four years; forty-three per cent have held their 
present positions from four to ten years; and eighteen per 
cent for ten years or more. 


. Most commonly, those members of Controllers Institute 


who returned usable questionnaires have been working on 
a full-time basis for an average of 26 years. 


. Controllers appear to be persons with rather well-rounded 


avocational interests—these ranging through golf, fishing, 
reading, gardening, hunting, photography, boating and 
sailing, to music and participation in amateur theatre. 


. Judging from the titles of persons reporting directly and 


organizationally to the controller, the controller must be 
one of the most versatile of top business executives, having 
an extremely wide range of diverse functional responsibili- 
ties. 


Editing and coding of the 2092 returned questionnaires has 
been completed and tabulation of data is now well along to- 
ward completion. 
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Foundation Appoints New 
Research Assistant 

On April 25, Florence May joined the 
staff of Controllership Foundation, te. 
search arm of Controllers Institute of 
America, New York, as research assistant, 
bringing the Foundation’s research staff 
up to two full-time assistants in addition 
to the research director. 

A native of Neillsville, Wisconsin, Miss 
May began her business career in that city 
with the American Stores Dairy Company 
—a means of helping finance her attend- 
ance at the University of Wisconsin. 

Upon graduation from the University, 
Miss May was employed in the Branch 
House Accounting Department of the 
Armour Company in Chicago, Illinois, 
After serving in various positions with 
Armour for five years, she entered the 
Women’s Army Corps where she super- 
vised and coordinated clerical work op- 
erations of the Quartermaster Supply Di- 
vision in various overseas offices in North 
Africa, Italy and France. 

At the close of World War II, she 
joined the Airlines Negotiating Confer- 
ence in New York as assistant economic 
analyst. This organization was created by 
the scheduled airlines to study, from man- 
agement’s point of view, a new concept in 
airlines labor relations and to attempt to 
solve problems existing between the air- 
lines and the various unionized classes and 
crafts in their employ. 

Three years with the Airlines Negotiat- 
ing Conference was followed by the post 
of assistant to the manager of the Market- 
ing and Plans Department of This Week 
where she assisted in the planning and 
final development of a series of studies on 
sales of housewares relating their distribu- 
tion to the circulation pattern of This 
Week. While with this organization, she 
also made special circulation analyses for 
the publisher and the vice president. 

Immediately prior to joining the Foun- 
dation staff, Miss May was a special re- 
search assistant in the Business Research 
and Education Department of Cities Serv- 
ice Petroleum, Inc., New York, handling 
a variety of research, report writing, print- 
ing and production assignments. 


Profits After Taxes 

Profits after taxes of leading U.S. manu- 
facturing corporations were 5.9% of sales 
in 1954, compared with 5.3% in 1953, 
according to the National Industrial Con- 
ference Board. On the basis of net assets, 
after-tax profits were down from 12.7% 
in 1953 to 12.4% last year. NICB notes 
that aircraft and parts manufacturers in 
1954 earned the largest profits as a pet: 
centage of net assets, 27.4%, but they 
made only 3.8% on sales. The cement 
companies reported a return of 15.3% on 
sales, the best record in 1954 on the basis 
of sales, and an 18.8% return on net as- 
sets. Lowest profits were earned by meat 
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ckers—3.3% on net assets and 0.4% on 
sales. Manufacturers of woolen goods 
took losses measured by both yardsticks, 
with an earnings record of minus 5.1% 
of net assets and 4.4% of sales. 


This Electronic World 

An electronically controlled billing ma- 
chine, expected to save as much as 85% 
of time now spent on some parts, will be 
developed by the Convair Division of 
General Dynamics Corporation. The 200- 
ton machine will be guided by a magnetic 
tape running through an electronic direc- 
tor. The computer will translate engineer- 
ing data into numerical commands on the 
tape and the commands will guide the ma- 
chine’s four cutting heads, its bed and 
turntable. 

v 


The Ordnance Tank-Automotive Com- 
mand of the Army is installing a $5 mil- 
lion RCA BizMac to provide speedy and 
accurate information regarding invento- 
ties in the Army’s Tank-Automotive Sup- 

ly Program which involves more than 
170,000 different parts. Reports from the 
commands of the various depots will be 
fed to the new machine which will report 
when supplies are below authorized levels. 


Industrial Research 


Business now spends $2.5 billion annu- 
ally on research and hires more than 
250,000 research workers, according to 
Business In Brief, the quarterly report of 
the Chase Manhattan Bank. Some 62% 
of all research is federally financed while 
neatly 85% of research in the aircraft in- 
dustry is financed by the Federal Govern- 
ment. 


“Escalator” Clauses 
losing Popularity 

Labor contracts which tie wage rates to 
living costs now cover only half as many 
workers as they did at the peak of their 
popularity, according to a special study by 
BLS. In 1952, the escalator clauses cov- 
ered an estimated 3.5 million union work- 
ets while now they cover about 1.7 million 
workers. The BLS report said “probably 
the decisive factor in reducing interest in 
escalation” has been the general stability 
of its consumer price index in the past 
three years. 


Consumer Credit 

Heavy automobile buying raised con- 
sumers’ installment debt by another $466 
million during March 1955 to a new high 
Just under $23 billion, according to the 
FRB. Noninstallment credit totaled al- 
Most $7 billion outstanding at the end of 
March so the total consumer credit for the 


end of the first quarter was a little over 
$29.9 billion. 


THE CONTROLLER * JUNE, 1955 











LAMSON AIRTUBE AUTOMATIC 
SWITCH SYSTEM REDUCES 
COMMUNICATIONS TIME TO SECONDS! 


@ So. Fabricating—690% 
@ ‘Lithographing— 330° 
@ Maintenance 1030 


Receiving— 260 
No. Fabricating—20 
Shipping—300 


Oftice—341" 





The above photograph shows the locations of 
stations of the Lamson Airtube system and their 
distances from the monitor at the vast J. L. Clark 
Manufacturing Co., Rockford, Ill. Distances shown 
in air feet. Walking distances are much greater. 
Every carrier passes through the monitor . . . the 

ft central switching point. The monitor 
automatically deflects the carrier into the tube 
leading to the correct station. The photographs at 
the left show typical Airtube stations in Office 
and Plant. 


In 300,000 Sq. Ft. Plant! 


Huge as the J. L. Clark plant is, Lamson’s Airtube Automatic Switch System 
has brought the farthest departments only seconds away from each other. 





Lamson has reduced hourly trips to merely 1 or 2 daily to handle bulky items. 
The handling of correspondence, time cards, instruction sheets, shipping schedules, 
receiving slips, memorandums and requisitions between departments has increased 
in speed and efficiency. Executives save valuable hours of “between office” time. 
Supervisors can devote more time to “on the job” supervision because they’re 
freed from message carrying. 

Lamson Airtube carriers , . . also bearing small product samples and tools . . . 


automatically discharge at any pre-determined station. The correct station number 
is dialed by turning the bands on the carrier. 


For complete details as to how Lamson can improve the speed and 
efficiency of communications in your plant, MAIL THIS COUPON TODAY. 














Lamson Corporation, B 
3126 Lamson Street, Syracuse, New York 

Pledse send me a free copy of “Lamson Airtube Automatic 
Switch System’”’ Bulletin. 











NAME : TITLE 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


TOP MEN... 

Allen H. Ottman (#3336-1945), execu- 
tive vice president and general man- 
ager, Rochester Manufacturing Com- 
pany, Inc., Rochester, N. Y., has been 
named president and general manager. 
Prior to joining the Rochester organiza- 
tion in October 1954, Mr. Ottman was 
controller, vice president, and a director 
of American Hard Rubber Company, 
New York. He has served as a member 
of the National Committee on Manage- 
ment Planning and Control of Con- 
trollers Institute and is a past vice presi- 





MR. WATERS 


dent of the New York City Control. 
. . . Otto G. Schwenk (#3417-1945) was 
elected president and chief executive 
officer of American Window Glass Co., 
Pittsburgh, Pa., succeeding Albert S. 
Crandon, president, who was elected to 
the newly created post of chairman... . 
S. K. Waters (#1909-1941), former vice 
president and treasurer, Crown Central 
Petroleum Corporation, Baltimore, Md., 
has succeeded the late Henry Rosenberg, 
as president of the organization. 


NEW CONNECTIONS... 

Heinz P. Huebner (#4396-1948) has 
left Dennison Foods Division, Ameri- 
can Home Foods, Oakland, Calif., where 
he has been administrative manager, to 
become part owner and vice presMent 
and treasurer, IXL Food Company, San 
Leandro, Calif. . . . James D. Willson 
(#6488-1955) has joined the O. A. Sut- 
ton Corporation, Wichita, Kansas, as 


MR. SCHWENK 


treasurer and controller. He was for- 
merly with Affiliated Gas Equipment, Inc., 
Cleveland, Ohio, as treasurer and the 
Plaskon Division of Libbey-Owens Ford 
Glass Company, Toledo, Ohio, as con- 
troller. Mr. Willson received national 
recognition from two books, “Control- 
lership—The Work of the Accounting 
Executive” and “Business Budgeting 
and Control,’ which he co-authored 
(see review on page 292 of this issue). 
He was winner of the Lybrand Award 
of Merit for an article on “Control of 
Research Costs,” which was published 
in the NACA Balletin. 





MR. OTTMAN 


Herman A. Papenfoth (#1293-1938) is 
now executive vice president of the 
Plainville Trust Company, Plainville, 
Conn. He was formerly treasurer of the 
Trumbull Electric Manufacturing Co., 
of the same city. Mr. Papenfoth was 
president of the Hartford Control of 
Controllers Institute, 1943-1944... . 
Lloyd C. Swortwood (#5842-1953) re- 
signed as vice president of the Schaible 
Company, Cincinnati, Ohio, to accept a 
new position as vice president of the 
Misco Corporation, Chicago, Ill... . 


Peter H. Simon (#6492-1954) is now 
manager of budgets and cost analysis, 
Convair Division, General Dynamics 
Corporation, Pomona, California. He 
was division controller and assistant sec- 
retary, Security Engineering Division 
of Dresser Operations, Inc., Whittier, 
California. 
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MR. WILLSON 


NEW APPOINTMENTS .. . 


W. C. Waggoner, Jr. (#6384-1954), 
appointed controller, the Florence Stove 
Company, Chicago, Ill. . . . William Bir 
rell Franke has been named assistant sec. 
retary of the Navy for financial manage. 
ment. Mr. Franke served as_ special 
assistant to the Secretary of Defense in 
1951-52, and is a senior partner in the ac- 
counting firm of Franke, Hannon and 
Withey, New York. . . . John G. Eimer. 
mann (#5233-1951), assistant to the pres- 
ident, The Heil Company, Milwaukee, 
Wis., has been appointed vice president. 
finance. 

Albert J. Robertson, former vice presi- 
dent of the Iowa-Des Moines National 
Bank, was named assistant postmaster 
general and controller in charge of an 
enlarged bureau of finance under the re- 
organization plan of the Post Office De- 
partment following the recommendations 
of the Hoover Commission, which has 
been investigating ways for improving 
government operations. . . . W. Harvey 
Trevilian (#6363-1954) now treasurer, 
comptroller and a director of Western 
Newspaper Union, New York. 

John W. Mullarkey and Armand C. 
Luna have been named assistant comptrol- 





MR. PAPENFOTH 


lers of Bank for Savings in the City of 
New York. . . . Richard B. Keck (#4772- 
1949) and Marion C. English have been 
appointed assistant comptrollers of First 
National Bank of Chicago, Ill. Mr. Keck 
was formerly assistant auditor. .. . 
Frederick M. Carter has been appointed 
comptroller, Home National Bank & 
Trust Company, Meriden, Conn. ... 
John H. Weinman, now assistant ont 
troller, National Newark & Essex Ba 
ing Co., Newark, N. J. . . . Howard M. 
Hoeberlein and Henry Pieron both assist- 
ant comptrollers of Lincoln Savings Bank, 
Brooklyn, N. Y. 

William D. Mewhort (#3503-1945 ) has 
been named vice president of the recently 
formed Amerotron Corporation, New 
York. He was formerly treasurer of Tex- 
tron, Inc., Providence, R. I. Other ap- 
pointments in Amerotron are William H. 
Burroughs, controller and treasurer ; Ches- 
ter J. Terrill, Raymond Austin, Joseph 
Sandlin and Crawford P. Gillette—all as- 
sistant controllers. . . . Derward Smith 
(#6227-1954), formerly controller, Hig: 
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MR. PORTA 


MR. DERWARD SMITH 


gins, Inc., New Orleans, La., has been ap- 

inted to the newly created post of spe- 
cial assistant to the president of Delta 
Tank Manufacturing Co., Inc., subsidiary 
of General Gas Corporation, Baton 
Rouge, La. 

Charles B. Holdsworth (#5789-1952), 
formerly division controller, Propeller 
Division, Curtiss-Wright Corporation, 
Caldwell, N. J., has joined Higgins Inc., 
New Orleans, as controller and corporate 
oficer. ... A. J. Porta (#4332-1948) 
has been appointed comptroller of Stude- 
baker-Packard Corporation, South Bend, 
Ind. Mr. Porta joined Studebaker in the 
accounting department and in 1939 was 
appointed comptroller of the Studebaker 
Pacific Corporation in Los Angeles, Calif. 
He later became assistant comptroller of 
the parent organization in South Bend and 
was named comptroller in 1947. Mr. 
Porta was a member of the national Man- 
agement Planning and Control Committee 
of Controllers Institute, 1954. Henry 
P, Keyserling (#3345-1945) was recently 
made a principal in the management con- 
sultant firm of Cresap, McCormick and 
Paget, New York. Mr. Keyserling was 
formerly vice | spam and controller of 
Plymouth Cordage Company, North Plym- 
outh, Mass. . . . Theodore Hertz (#2319- 
1942) has been admitted to the firm of 
Price Waterhouse & Company as a part- 
ner. Mr. Herz, who joined the organiza- 
tion in 1948, served in Washington, D. C., 
as assistant director, Corporation Audits 
Division, General Accounting Office, from 
1945-48. He has been manager of the 
Washington office of Price Waterhouse 
& Co. in which he will continue to be 
located. 


PROMOTIONS .. . 

Walter A. Smith (#2946-1944), con- 
troller, Formica Company, Cincinnati, 
Ohio, is newly elected treasurer of the 
company. Prior to joining Formica, Mr. 
Smith was affiliated with the Crosley- 
Avco interests, 1943-1954. He was the 
1954-55 president of the Cincinnati Con- 
trol of Controllers Institute. . . . Wil- 
liam B. McCloskey (#3237-1944) has 
been elected a vice president of W. R. 
Grace & Co., New York, in charge of 
the administrative controls division. He 
has been vice president in charge of 
chemical Operations of Davison Chemi- 
cal division of W. R. Grace. . . . Wil- 
liam E. Russell (#283-1934), secretary- 


MR. WALTER A. SMITH 


treasurer, National Tea Company, Chi- 
cago, Ill., has been elected vice president 
in charge of finance, a new post. Charles 
Wooding, comptroller of National Tea, 
was named treasurer. 

Fred Yeaple (#5704-1952), comptrol- 
ler of United Medical Service, New 
York’s Blue Shield since July 1952, has 
been elected a vice president. Mr. 
Yeaple was comptroller of the Hospital 
Service Plan of New Jersey and the 
Medical-Surgical Plan of New Jersey be- 
fore joining UMS. He served the Blue 
Shield Commission as a member of the 
national electronics committee. He is a 
charter member of the National Office 
Management Association. . . . Phillips 
C. Salman (#3314-1945), assistant comp- 
troller, Socony Mobile Oil Company, 
Inc., New York, has been appointed 
comptroller, succeeding Louis E. Hanson 
(#813-1936), who has retired. . . . Ole 
K. Waage (#6455-1954), secretary and 
controller of Mother’s Cake & Cookie 
Company, Oakland, Calif., is now vice 
president and general manager of the 
company. ... William C. Watson 
(#5361-1951), assistant comptroller 
since 1950 of the Vick Chemical Com- 
pany, New York, has been promoted to 
the newly created position of deputy 
comptroller. 

Roy W. Newman, chief accountant, Gen- 
eral Binding Corporation, Chicago, IIL, 
has been promoted to vice president 
and treasurer. . . . Ernest K. Mann, Jr., 
(#6289-1954), vice president and con- 
troller, Bohn Aluminum & Brass Corpora- 
tion, Detroit, Mich., has been named vice 
president, treasurer, and a director to fill 
the vacancy caused by the retirement of 
F. M. Taylor on January 1. 

Howard M. Packard (#3932-1947), fi- 
nancial vice president, S$. C. Johnson & 
Son, Inc., Racine, Wis., is now interna- 
tional vice president and treasurer of 
the company. . . . Kenneth J. Loughery 
(#6283-1954), assistant treasurer and 
controller, Franklin Capital Corporation, 
Newark, N. J., is now treasurer-con- 
troller. . . . Harold F. Diegel (#6197- 
1954), assistant comptroller, Chrysler 
Corporation, Detroit, Mich., was recently 
elected comptroller. Mr. Diegel succeeds 
F. W. Misch, who relinquished the duties 
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MR. BENNETT 


in January to devote full time to the 
company’s divisionalization program. Mr. 
Diegel has been associated with the com- 
pany since 1928. 

George Ingram, Jr. (#6303-1954), as- 
sistant controller, Riegel Paper Corpora- 
tion, New York, has been made control- 
ler. . . . Robert J. Jespersen (#6195- 
1954), formerly assistant controller for 
Kaiser-Frazer Corp., Willow Run, Mich., 
has been named vice president and con- 
troller of Kaiser Motors Corp. and Willys 
Motors, Inc., Toledo, Ohio. 


RETIREMENTS .. . 

Harold G. Haydon (#513-1935) re- 
tired as vice president and treasurer of 
Potomac Electric Power Company, 
Washington, D. C., on June 1, after 45 
years of service with the utility. He 
joined Pepco in July 1910 as an ac- 
countant. In 1933 he was elected comp- 
troller, in 1946 elevated to vice presi- 
dent and comptroller and in 1951 as- 
sumed his titles above. Mr. Haydon is a 
past president of the District of Colum- 
bia Control of Controllers Institute, 
1942-43. 


COMPANY MOVES .. . 

Milo L. Voight (#1697-1940) appointed 
controller of Norden-Ketay Corpora- 
tion, New York. He was controller for 
the company’s Milford, Conn., opera- 
tions. 


WRITERS ... 

John W. Gladson (#4025-1947), assist- 
ant controller, Esso Standard Oil Com- 
pany, New York, has an article entitled 
“Financial Bases for Research Budget 
Planning” in the May issue of the 
NACA Balletin. 


SPEAKERS... 

L. W. Bennett (#4719-1949), treasurer, 
Sunray Oil Corporation, Tulsa, Okla., 
who was Housing chairman of Control- 
lers Institute’s Southern Conference in 
Tulsa, was chairman of the Ninth An- 
nual Conference of Accountants at the 
University of Tulsa, held April 28-29. 

. Dr. Robert Warren French (#4933- 
1950), vice president, Tulane Univer- 
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sity, New Orleans, La., was the speaker 
at the dinner which featured the Eighth 
Annual Meeting of API's Accident-Pre- 
vention and Fire-Protection Committees 
on April 6. His topic was “Citizen and 
Business Participation in Government.” 
Dr. French was dean of Tulane’s School 
of Business Administration before hav- 
ing assumed his present position as head 
of the new office of development at the 
University. . . . Sidney Fread (#3835- 
1947), treasurer of International Latex 
Corporation, Dover, Delaware, was the 
first speaker to address the newly organ- 
ized Delaware Chapter of the National 
Association of Cost Accountants. His 
talk, delivered on May 12 at Wilming- 
ton, Delaware, was on “Effective Re- 
porting to Top Management.” 

Theodore Herz (#2319-1942), princi- 
pal, Price Waterhouse & Company, 
Washington, D. C., who is also serving 
as staff director of the Hoover Commis- 
sion’s Task Force on Lending Agencies, 
gave a talk before a Round Table con- 
cerning “Government Credit: What 
Policy?” at the National Industrial Con- 
ference Board’s 39th Annual Meeting 
held May 19-20, 1955 at the Waldorf- 
Astoria Hotel. 





* OPPORTUNITIES « 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 





RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to THE CON- 
TROLLER, One East Forty-second Street, New 
York 17, N. Y. Replies will be forwarded. 





SITUATIONS WANTED 





INTERNAL AUDITOR 


Accountant with four years’ public experience 
seeks responsible career position as internal 
auditor or assistant to accounting executive. 
Clerical, sales and other nonaccounting ex- 
perience in manufacturing and aviation indus- 
try. Age 34, married, five children, willing to 
relocate. B.S. in accounting; 22 points toward 
M.B.A. Box 2175. 


SECRETARY-TREASURER-CONTROLLER 
Twenty-eight years’ experience in manage- 
ment, general corporate and cost accounting, 
financial management, insurance programs, 
taxes. Experience includes 11 years account- 
ing, assistant major petroleum producer and 
marketer, eight years commercial office build- 
ing management. U.S. Navy veteran World 
War II. B.B.A. and M.B.A. degrees. Married, 
two sons—college students. Will relocate. 
Box 2176. 





NOTE: THE CONTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 
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Obituary 





Ray SPURGEON Bass (#3507-1945), 
59, treasurer and a director of the A. E. 
Staley Manufacturing Company, Decatur, 
Ill., died of a heart attack on March 8, 
1955. He joined the Staley Company as an 
accountant in 1919 and was known as an 
authority on insurance and tax matters. 

Mr. Bass, who served as vice president 
of the Illinois Credit Union League and 
of the insurance division of the American 
Management Association, was named to 
the government expenditure committee of 
the U.S. Chamber of Commerce last Sep- 
tember. He was one of the founders of 
the National Association of Insurance 
Buyers and a member of the Insurance 
Planning Council. He was a director of 
Lumbermens Mutual Casualty Co., Ameri- 
can Motorists Insurance Co. and American 
Farmers Mutual Insurance Co. 


LINCOLN H. DE Graw, 58, assistant 
treasurer of Hazeltine Electronics Corpo- 
ration, Little Neck, Long Island, N. Y., 
died on May 4, 1955. Mr. De Graw held 
membership certificate #3050-1944 in Con- 
trollers Institute. 


JOSEPH URICH DIEHL, 58, vice presi- 
dent of the Pennsylvania Water and Power 
Company and its 
affiliate, Safe 
Harbor Water 
Power Corpora- 
tion, Baltimore, 
Md., died on 
April 12, 1955. 

He had been 
associated for 
more than 24 
years with the 
utilities. He was 
elected treasurer in 1944 and vice presi- 
dent in 1947. Prior to joining Penn Water 
he worked 14 years with the Pennsylvania 
Public Utility Commission, Harrisburg, 
Pa. 

Mr. Diehl was a member of Controllers 
Institute (#1720-1940) and served as 
president of the Baltimore Control for 
the term, 1945-46. 





WiLLiAM A. HENNEGAN, first deputy 
city treasurer, Philadelphia, Pa., died at 
his home after a two months’ illness on 
April 20, 1955. He was 70. 

Prior to joining the city treasurer's office 
Mr. Hennegan was in the banking business 
from 1919 until 1949. He held member- 
ship certificate #3772-1946 in Controllers 
Institute of America and served as presi- 
dent of the Philadelphia Chapter of the 
National Association of Bank Auditors 
and comptrollers, 1946-47. 











Donatp T. NELSON, 57, controller, 
Standard Insurance Company of Portland, 
Oregon, died on 
May 9, 1955 
after an illness 
of three years. 

In 1938 Mr. 
Nelson was 
awarded a gold , 
medal by the 
American Insti- 
tute of Account- 
ants for having 
received the 
highest grade in the Institute’s CPA na. 
tionwide examination. He was a member 
of Controllers Institute (#4431-1948) and 
served as president of the Portland Con- 
trol, 1952-53. 





Max M. ROSENBERG, assistant comp- 
troller and head of the tax department of 
the American 
Smelting and Re- 
fining Company, 
New York, died 
on April 8, 1955 
at the age of 53. 
Mr. Rosenberg 
had been with 
the company 
since 1918. He 
held membership 
#2695-1943 in 
Controllers Insti- 
tute of America. 


RICHARD H. SCHLOTTMAN, 66, comp- 
troller and director of the Bethlehem Steel 
Corporation and vice president and comp- 
troller of the Bethlehem Steel Company, 
Bethlehem, Pa., died of a heart ailment 
on April 11, 1955 while vacationing in 
Havana. 

Mr. Schlottman had been associated 
with the Steel industry for 50 years. He 
started with the Eastern Steel Co., in 1905 
and later went with the Spanish-American 
Iron Co., a subsidiary of Pennsylvania 
Steel Co. He became associated with Beth- 
lehem when it acquired the Pennsylvania 
properties in 1916. He was named assist: 
ant comptroller of Bethlehem Steel in 
1923 and was appointed to the other posts 
in August 1953. f 

Mr. Schlottman held membership 
#2180-1943 in Controllers Institute. 


Howard F. ZINSMEISTER (#3482: 
1945), treasurer of the Marine Midland 
Trust Company of Central New York, 
Syracuse, N. Y., died on April 29, 195). 
He was 64 years old. He was also vice pres 
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ident and treasurer of the Syracuse Cleat- 
ing House Association. 


THE CONTROLLER * JUNE, 1959 









